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Tue President of the Society of Incorporated 
Accountants and Auditors, Mr. George Stanhope 


Pitt, accompanied by Mrs. Pitt, sailed for South 


Africa by the R.M.S. ‘‘ Windsor Castle ’’ on Friday, 
May 28th. The purpose of Mr. Pitt’s journey was 
communicated to the members of the Society at the 
Annual General Meeting. 


In relation to the general strike, we have been 
more fortunate than some of our contemporaries, as 


our last issue was published just before the stoppage 
became acute. The following letter addressed hy 
Sir James Martin, President of the London 
Chamber of Commerce, to the Prime Minister has 
been widely published, but as it represents the views 
of business men we venture to reproduce it. ‘ With 
the return to normal conditions, I am impelled, on 
behalf of the 60,000 business firms and companies 
represented on the council of this Chamber, to 
express to you and to the other members of His 
Majesty’s Government the keen appreciation and 
admiration which is felt by all at the manner in 
which the Government have faced the past critical 
days, maintaining the essential services of the 
country and safeguarding the food supplies of the 
people. I feel confident that your appeal for a 
spirit of good will in industry will not fail to meet 
with a ready response.” 


Despite strike difficulties it was decided that the 
Society should carry on all its usual business, and 
that the best interests of the members and candidates 
for admission would be served by the prompt 
fulfilment of engagements entered into. Notwith- 
standing the fact that travelling difficulties were 
most acute during the days fixed for the Society's 
examinations, the attendance of candidates who 


833 | entered for the sittings at the various centres of 
832 | Great Britain and Ireland represented 94 per cent. 


at. the Final examination, 90 per cent. at the 
Intermediate, and 93 per cent. at the Preliminary. 
The candidates showed that they were imbued with 
the right spirit, as a number of them were entirely 
deprived of railway facilities. 


The Bankruptcy (Amendment) Bill has passed 
through all its stages and will shortly receive the 
Royal assent. The arrears of printing of the official 
records of the House of Commons, owing to the 
general strike, have not yet been made good, and 
therefore we are not in possession of the full details 
of the proceedings in Committee, but we understand 
that no substantial amendments have been made to 
the Bill as drafted on the Report of the Government 
Committee. , 

The Report of the Company Law Amendment 
Committee, presided over by Mr. Wilfrid Greene, 
K.C., has been signed and presented to the President 
of the Board of Trade and will shortly be published. 
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We understand that the Report is practically 
unanimous. The contents will be of great interest 
to the profession, and the recommendations of the 
Committee will be a source of fruitful discussion for 
many days to come. — 


The Finance Act, 1926, has now been read a 
second time in the House of Commons. The part 
relating to taxation matters is divided into three 
sections—one dealing with the new basis of assess- 
ment for Income Tax, another with miscellaneous 
provisions regarding Income Tax, and the third 
with Excess Profits Duty. The wording of many 
of the clauses is very complicated, so that it is 
exceedingly difficult to understand precisely what 
they mean. There are numerous references to 
sections of various Acts of Parliament without any 
indication of the subject matter, and even with 
these Acts available for reference the problem is 
still something of a puzzle. For instance, we find in 
the Fifth Schedule that Rule 3 of the Miscellaneous 
Rules applicable to Schedule D is repealed altogether, 
whereas Clause 22 contains declarations as to the 
interpretation of that Rule. So far as we can see 
the object is to declare the meaning of the Rule as 
regards its application to the past, and to do away 
with it altogether for the future. 


This system of interpreting the meaning of Acts 
of Parliament by new legislation with a retrospective 
effect is very undesirable, and in fact unfair. It 
gives the Inland Revenue a distinct advantage over 
the taxpayer. If the view of the Inland Revenue 
as to the interpretation of a particular section is 
correct it can be established in the Courts; if it is 
not correct the Revenue Authorities ought not to be 
able to make their view prevail by a means which 
is not open to the taxpayer. The Inland Revenue 
are entitled to have the law amended if they consider 
it is operating unfairly, but until the amendment 
has been effected the law should be allowed to take 
its course. There is at least one other instance of 
this class of legislation in the present Finance Bill, 
as will be seen by reference to Clause 87, which deals 
with the calculation of interest on increased — 
for the purpose of Excess Profits Duty. 


The chief provision of the Finance Bill so far as 
Income Tax is concerned is the abolition of the three 
years average, and the substitution of an assessment 
on the profits of the preceding year as from April 5th, 
1927, in the case of practically all income under 
Schedule D. In making this change certain safe- 
guards are provided to prevent hardships in the 


transition period, and provision is made for losses to 
be carried forward for six years. Two well known 
Rules are repealed, both of which have provided 
relief to the taxpayer in the past, namely, Rule 8 of 
the Rules applicable to Cases I and II of Schedale 
D, and Rule 8 of the Miscellaneous Rules applicable 
to Schedule D. The first of these relates to the 
assessment of new businesses and terminating 
businesses and the second is the well known 
“Specific Cause’’ Rule. 


For Rule 8, Clause 29 is substituted, and it will 
be observed that this remedies what has been a 
distinct weakness in the law. At present in the case 
of a terminating business the last year never comes 
into average at all, and if it should be a particularly 
good year the taxpayer escapes very lightly. On the 
other hand, if it is a bad year he can get his 
assessment reduced to the actual profits of the year. 
Now it is proposed, in effect, that the assessment for 
the last two years shall be on the actual profits of 
those years without any option to the taxpayer. 


Rule 11 of Cases I and II of Schedule D, which 
deals with changes in a partnership, is entirely recast 
by Clause 30 of the Bill, the general effect being 
that the assessment will be made in the ordinary 
way unless all the partners give notice within two 
months after the change takes place that they wish 
to be assessed on the basis of a new business. In 
such event they will be assessed on the same basis 
as if the old business had been discontinued and a 
new business set up. This provision will not take 
effect until April 5th, 1928. 


Clause 28 closes up the loop-hole which was 
disclosed in the case of Grainger v. Maxwell, 
whereby the income of certain classes of Government 
securities escape taxation when the source of that 
particular class of income has ceased to be held 
during the year of assessment. Another weakness 
in the law, disclosed by the case of Whelanv. Henning, 
has been effectively remedied by Glauses 27 and 28 
combined. This had relation to foreign possessions 
where there was no income in the year of assessment 
*| although the source of income was still held. In 
such circumstances the Court decided that no tax 
was payable, as there was no income to be 
measured by the application of an average. 


What the precise effect of the Bill will be as 
regards sect. 34 of the 1918 Act (the well known 
appeal section) is not quite clear. The section still 
stands, but as the three years average is to cease 
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its operation is somewhat obscure. It is to be 
hoped that this and other matters will be made clear 
before the Bill passes into law. 


A provision of some importance is contained in 
Clause 25. Where there is a dispute about an 
assessment power is taken for the General Com- 
missioners to confirm the assessment for so much 
as appears to them not to be in dispute and for tax 
to be collected on that amount, the balance to be 
dealt with when the appeal is settled. Hitherto the 
whole tax has had to stand over until the final 
settlement unless the taxpayer has agreed to make 
a payment on account. 


Excess Profits Duty is at last to be brought to a 
definite conclusion. After September 30th next no 
further assessments to duty are to be made, and no 
further claims for repayment are to be entertained 
unless notice is given before that date by the 
Commissioners or the taxpayer as the case may be. 
Cases of fraud or wilful deceit will not however be 
covered by this provision. 


This limitation has stimulated Messrs. John 
Dodd and Co., late H.M. Inspectors of Taxes and 
Consultants on Taxation, to broadcast their circulars. 
They point out that repayments of Excess Profits 
Duty will be cut off in the Finance Act for this year, 
and they also say that “it matters not whether 
you have had special assistance in your case, as 
we are prepared without charge to advise you as to 
the extent of the claims that can be made. Our 
Revenue experience obtains repayment in most of the 
cases dealt with by us.” This, in our view, is very 
obnoxious, and any offers to use knowledge obtained 
in a Government Department for the purposes of 
proceedings against that Department should receive 
consideration not only by the Government but by 
the Civil Service also. 

The Court of Appeal has reversed the decision of 
Mr. Justice Rowlatt in the case of Archer Shee v. Baker, 
and decided that stocks and shares held abroad lose 
their identity when they become part of a trust fund, 
and therefore come within the category of foreign 
possessions taxable under Rule 2 of Case V. Under 
this Rule such income is only taxable in this country 
to the extent to which it is remitted. If these stocks 
and shares do not constitute part of a trust fund the 
income derived from them would come under Rule 1 
of the same Schedule and would be assessable on 
the full amount thereof whether remitted to this 


country or not. 


Che Society's Hst Annnal 
Meeting. 


Tue 41st Annual General Meeting of the Society 
of Incorporated Accountants and Auditors was held 
on a date which is likely to be remembered for many 
years to come, as it marked the conclusion of the 
general strike in Great Britain, which was 
terminated about two hours before the time fixed 
for the meeting. The attendance of members, 
despite the difficulties of travelling, was remarkably 
good, although most of those present necessarily 
belonged to the Metropolis. ; 

The address of the President, Mr. G. 8S. Pitt, 

showed a continuation of the progress and prosperity 
of the Society to which the members are accustomed. 
From a financial standpoint the augmentation of 
income derived from increased entrance fees and 
subscriptions in 1925 is quite satisfactory, and the 
surplus on the working of the past year exceeded 
£6,000. The accumulated fund is now £24,601, 
of which £10,000 has been transferred to a building 
fund. 
- In regard to the Society's examinations, the 
President drew attention to the figures contained in 
the report, and said that in the Final examination 
44 per cent. of the candidates failed to satisfy the 
examiners. He rightly claimed that the profession 
called for capacity and ability of a high intellectual 
and practical order, of which the standard of 
examinations must be an appropriate index. 


After alluding to the loss sustained by the Society 
through the death of Mr. John Manger Fells, an 
examiner and member of the Council, the President 
referred with pleasure to the visits he had paid with 
the Secretary to the various District Societies 
throughout the country. He then turned his 
attention to the subject of the profession in South 
Africa, and to the withdrawal of the South African 
Society of Accountants Bill which was re-introduced 
into the Parliament of the Union of South Africa 
in 1925. Mr. Pitt said that the withdrawal of the 
Bill had created a somewhat new position in South 
Africa in regard to which the Council had been in 
constant communication with the South African 
Committees, and in order to obtain closer contact 
and to study the position at first hand he had, with 
the approval of the Council, accepted an invitation 
from the two representative Committees to visit 
South Africa for the purpose of discussing the 
situation. By this means he hoped that the link 
between the Council at home and the South African 
branches might be further strengthened, and he 
added an expression of his appreciation of the loyalty 
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shown to the Society of Incorporated Accountants 
in South Africa, extending over a period of 32 years. 
That matters connected with the profession are not 
altogether happy in the Union is well known to 
Council. It is not advisable for us to make any 
comment on the position which the President has in 
hand, but that it has become somewhat acute may 
be ganged from the address of Mr. M. Dreyer, 
chairman of the South African (East) Branch of 
the Society, at the annual general meeting held in 
Johannesburg on Thursday, April 8th. Mr. Dreyer’s 
address is reported in another column. 


On the subject of Bankruptcy and Company Law 
Reform, the President commended the provisions of 
the Bankruptcy Bill, which has now passed through 
all its stages in Parliament and which it is hoped 
will be a valuable factor in reducing the losses 
sustained by the trading community in connection 
with bankruptcy and other insolvency which in 
recent years have been enlarged by fraudulent, 
hazardous and speculative trading. Mr. Pitt 
commended the requirements contained in the Bill 
in regard to the keeping and preservation of books 
of account, and pointed out that a person made 
bankrupt hereafter would be deemed not to have 
kept proper books of account if they did not exhibit 
or explain his transactions and financial position 
in his trade or business, and include an account 
of cash received and cash paid, statements of annual 
stocktakings, accounts of all goods sold and pur- 
chased, except in the case of goods sold in retail 
trades to the actual consumer. He considered that 
the requirements were of an elementary character 
and did not place any undue hardship on traders, 
who should be quite competent to keep the records 
required to comply with the provisions of the Act 
when it came into force. 


‘In regard to Company Law Amendment, Mr. Pitt 
dealt with the evidence which he had placed before 
the Committee appointed by the President of the 
Board of Trade, and said that he had suggested that 
a notable omission in the present law should be 
made good, namely, that there should be a statutory 
obligation on public companies to issue to share- 
holders each year a balance-sheet showing definitely 
the position of the company under certain specific 
headings well recognised in the profession. He had 
endeavoured to frame the suggested statutory form 
on such lines as would avoid criticism—either on the 
one hand there was too much publicity, or, on the 
other, that too little information was afforded to 
shareholders. He believed that the certificates of 
auditors and the clear statements of balance-sheets 
were the most valuable safeguards in commercial 
practice and contributed to sound and stable 
company finance. 


After referring to new legislation affecting the 
profession, and giving his blessing to the proposal of 
the Chancellor of the Exchequer to make the basis 
of assessment to income tax under Schedule D the 
profits of the last preceding year instead of an 
average of three years as at present, Mr. Pitt made 
some observations in regard to the decision of the 
Army Council to disband the Corps of Military 
Accountants, and said that the Council viewed the 
position with apprehension because they believed 
that accountancy was an important instrument in 
the pursuit of national economy. 


In concluding his address, Mr. Pitt referred to his 
long association with the Society which had 
culminated in three years of happy activity. The 
past three years had been characterised by an 
increasing call on the services of the Society for. 
evidence in relation to commercial and financial 
matters. He regarded tlis as a most important 
branch of the work of Incorporated Accountants in 
their collective capacity, as it reflected the first hand 


| knowledge of members gained in the conduct of 


their practices, and was indicative of the position of 
the Society as a repository of valuable experience 
which could be placed at the disposal of the 
community. 


The Vice-President, Mr. Thomas Keens, having 
seconded the motion for the adoption of the report 
and accounts, Mr. Richard A. Witty expressed the 
pleasure which the meeting had derived from the 
President’s address, and the resolution was put 
to the meeting and carried unanimously. 


The re-election of the retiring members of the 
Council and the auditors having taken place, Sir 
James Martin moved and Mr. Arthur E. Woodington 
seconded a cordial vote of thanks to Mr. Pitt for his 
services to the Society. The resolution was couched 
in formal language so that it can be suitably 
inscribed as a lasting memento of the acknowledg- 
ments of the members for services well performed in 
the interests of all, and which are not yet terminated, 
as before these words are read Mr. Pitt will be on 
his way to South Africa to fulfil the engagement 
the acceptance of which he indicated to the meeting. 


Following the business of the ordinary meeting, 
an Extraordinary General Meeting of members was 
held for the purpose of empowering the Council to - 
borrow, raise or secure money in connection with 
the proposed building scheme, and also to amend 
the Society’s Articles in regard to the admission of 
candidates who might not be British subjects. The 
former proposal met with unanimous consent, but 
in regard to the latter an interesting debate arose 
to which attention can profitably be given. Mr. 
E. C. Finlason made a protest against the alteration, 
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which was adequately dealt with both by the 
President and the Vice-President. It is a fact that 
up to 1918 there was no bar to foreigners being 
admitted to the Society, but the Articles were altered 
as an outcome of the war. It has, however, been 
found in practice that this alteration is acting 
prejudicially to Incorporated Accountants carrying 
on their profession in foreign countries, and unless 
the members of the Society are willing to grant 
s@me measure of reciprocity in their regulations the 
activities of Incorporated Accountants abroad are 
likely to be adversely affected. It is not proposed 
by the alteration to abandon any of the safeguards 
which the Society has laid down in regard to the 
qualification and admission of members, but if the 
proposals, which in the end were passed by the 
Extraordinary General Meeting without dissent, 
are confirmed and sanctioned in due course, a 
person who is not a British subject, and who wishes 
to enter into Articles and pass his examinations, will 
not be debarred from doing so. Possessing a full 
knowledge of the position we are able to state with 
some authority that the advantage of any such 
arrangement is likely to rest with the Society. 


The Aegality of Speculative 
Commercial Cransactions. 


Wuetuer a speculative commercial transaction is a 
legal contract enforceable at law or merely a com- 
mercial wager is not always a matter which can be 
easily decided. What is a wagering contract was 
defined by Mr. Justice Hawkins, in Carlill v. Carbolic 
Smoke Ball Company (1892), 2 Q.B., 490): “A 
wagering contract is one by which two persons, 
professing to hold opposite views touching the issue 
of a future uncertain event, mutually agree that, 
dependent upon the determination of that event, one 
shall win from the other, and that other shall pay 
or hand over to him, a sum of money or other stake ; 
neither of the contracting parties having any other 
interest in that contract than the sum or stake he 
will so win or lose, there being no other real 
consideration for the making of such coniract by 
either of the parties. It is essential to a wagering 
contract that each party may under it either win or 
lose, whether he win or lose being dependent on the 
issue of the event, and, therefore, remaining uncertain 


‘until that issue is known. If-either of the parties 


may win but cannot lose, or may lose but cannot 
win, it is not a wagering contract.” 

Dealing in shares is not a gaming transaction 
where there is a liability to take or deliver and to 


pay the price of the shares bought or sold; but 
where a speculative commercial transaction is an 
agreement to pay differences and nothing more, t.e., no 
actual transfer or delivery of stock or shares, such a 
transaction is a wagering contract, and the question 
arises: In what circumstances may such a trans- 
action be enforceable at law? The Gaming Act, 1845, 
sect. 18, provides that all contracts or agreements 
by way of wagering shall be null and void, and the 
Gaming Act, 1892, sect. 1, provides that any promise 
express or implied, to pay any person any sum of 
money paid by him under or in respect of any contract 
or agreement rendered null and void by the Act of 
1845, or to pay any sum of money by way of 
commission, fee, reward, or otherwise in respect of 
any such contract, or of any services in relation 
thereto or in connection therewith, shall be null and 
void, and no action shall be brought or maintained 
to recover any such sum of money. 


In Grizewood v. Blane (1851), 11 C.B., 588) it 
was held that a colourable contract for the sale 
and purchase of railway shares, where neither party 
intends to deliver nor to accept the shares, but 
merely to pay differences according to the rise or fall 
of the market, is gaming within the Act of 1845. 
In Universal Stock Exchange v. Strachan (1896) 
A.C., 178) Lord Herschell said: “It has been 
said that wherever a contract is entered into between 
two parties containing an obligation under any 
circumstances to cause property to pass from one 
to another, whatever else there may be in the 
contract, and although neither of the parties 
contemplated that that provision should ever become 
operative, yet, if it ever may become operative, the 
contract cannot be by way of gaming and wagering. 
The proposition amounts to this: that parties who 
intended to gamble with one another, but wanted to 
have the security against one another of being able 
in a Court of Justice to recover their bets, could 
compel a Court of Justice to adjudicate and secure to 
them their bets by a judgment if only they inserted in 
their contract a provision which might in certain 
events become operative to compel the goods to be 
delivered and received, although neither of them 
anticipated such a contingency; the purpose of 
inserting the provision creating an obligation being 
only to cloak the fact that it was a gambling 
transaction, and enable them to sue one another for 
gambling debts.” ; 


A contract on the “cover” system between two 
dealers for “differences” is a contract by way of 
gaming or wagering and therefore void, and none 
the less so where the contract gives the buyer or 
seller an option to demand delivery or acceptance of 
the stocks or shares (re Gieve (1899), 1 Q.B., 794). 
Gaming contracts between a stockbroker and his 
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client, for differences on the sale and purchase of 
stocks and shares, resulted in a balance in favour of 
the client. It was agreed that the broker should 
sell certain stock to the client, which he would 
accept in payment of the balance due to him, and in 
pursuance of this agreement a contract note was 
forwarded by the broker. The stock was not 
delivered, and ii: client sought to prove in bank- 
ruptcy, against the estate of the broker, for 
damages for non-dzlivery of stock. It was held 
that as the balance resulting from the gambling 
transaction could not have been recovered from 
the broker, there was no consideration for the 
promise to deliver the stock, and no proof could 
be admitted in respect of the non-delivery. The 
client having deposited money with the broker 
as cover to secure him against loss on the gaming 
transactions, it was held that as the money had 
not been used for the purpose for which it was 
deposited, proof in respect of the amount was 
admissible (re Cronmire (1898), 2 Q.B., 383). 


While the law does not recognise nor enforce 
commercial contracts which are in essentials wagering 
contracts, it does recognise and enforce real contracts 
of sale and purchase although they may be speculative 


in character and their object may not be investment. } 


The test seems to be whether the speculator is 
obliged or expected to take up or deliver any shares 
at all; if so, the contract is enforceable (Forget v. 
Ostigny (1895) A.C., 818). In the recent case of 
Barnett v. Sanker (1925), 41 T.L.R., 660) the 
plaintiff sued the defendant for £209 11s. 7d., being 
the amount paid by the plaintiff on behalf of the 
defendant at the defendant's request for dealings 
on the London Metal Exchange. The defendant, 
who was employed as a clerk by a firm of 
members of the London Metal Exchange, entered 
into an arrangement with the plaintiff to make 
purchases and sales on the London Metal Exchange 
with a view to profit, all the transactions being 
carried out in the name of the plaintiff's firm. 
Subsequently the plaintiff refused to have any personal 
interest in the transactions, but the defendant, at 
his request, was permitted to use the name of the 
plaintiffs firm in subsequent dealings on his own 
account. Eventually there was a loss on these 
dealings, which was met by the plaintiff's firm, 
and it was in respect of the moneys so paid out 
on behalf of the defendant that the action was 
brought. It was held that the contracts, although 
of a speculative character, were nevertheless 
enforceable, inasmuch as the contracts were framed 
as commercial contracts, with provisions which 
related to the fulfilment of commercial bargains, 
under the terms of which the buyer was entitled to 


require delivery and the seller to call for payment. 


Mr. Justice McCardie said: “There was a pro- 
found distinction, legally and practically, between 
speculative transactions, enforceable by law, and 
mere gaming transactions unenforceable by law. 
The test was this: If the parties meant that no 
legal bargain should be effected between them 
and that there should be no right to demand a 
payment of differences except a moral right, the 
contract was a gaming contract; but if the parties 
intended to enter into a legal contract, which gawe 
legal rights and imposed legal obligations, then 
the contract, though it dealt with speculative 
transactions, was enforceable. The contracts in the 
present case were legal contracts, and each one 
was capable of legal enforcement. When a balance 
was struck by closing an account, the balance 
resulted from the imposition of legal obligations 
and the fulfilment of legal rights.” 


Changes and Removals. 


Mr. E. J. Dastur, B.Com., A.S.A.A., has been admitted 
a partner in the firm of Messrs. 8. 8. Engineer & Co., 
Incorporated Accountants, of 45, Apollo Street, Fort, Bombay. 


Mr. L. D. Edwards, Incorporated Accountant, has 
commenced public practice at 7, Surrenden Road, Presten, 
Brighton. 


Messrs. Frank Haynes & Co., The Hollins, 16, New Street, 
Leicester, announce that Mr. Percy Haynes, Chartered 
Accountant, has been admitted into partnership. 


Messrs. Chas. Hewitt & Coutts, Incorporated Accountants, 
announce that the partnership hitherto existing between them 
has been dissolved. Mr. Hewitt will continue to practise at 
55-60, Sauer’s Buildings, and Mr. Coutts will carry on practice 
at 34-36, A.B.C. Bank Buildings, Fox Street, Johannesburg. 


Messrs. J. A. Kinnear & Co. have removed to Provincial 
Bank Chambers, 3 & 4, College Street, Dublin. 


Mr. Cyril Morton Lomax, Incorporated Accountant, has 
been admitted into partnership by Messrs. Lomax, Clements, 
Sons & Beddall. 


Mr. Alfred Mart, F.S.A.A., has retired from the firm of 


Messrs. Jones, Robathan & Co., of 8, Park Place, Cardiff, and . 


will in future practise on his own account at Pinner’s Hall, 
Old Broad Street, London, E.C. 2. 


Mr. J. W. Rorrison, Incorporated Accountant, has been 
admitted as a resident partner in the Dallas (U.S.A.) office of 
Messrs. Arthur Young & Co. 


Mr. James H. Simmonds, Incorporated Accountant, has 
commenced public practice at 44, Albert Road, Middlesbrough, 
and 2, St. Nicholas Buildings, Newcastle-on-Tyne. 


Australasian Corporation of Public Accountants. 


We have received advice from the Institute of Accountants 
in South Australia (Incorporated) that the Institute has 
been absorbed by the Australasian Corporation of Public 
Accountants. The head office of the Australasian Corporation 
of Public Accountants is in Sydney. 


2 
— 
= 
ee 
PSSST 

———s 


=a 


be tn i ee, ee OU 


Jung, 1926.] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 811 


FINANCE BILL. 


The following are the provisions of the Finance Bill in so 
far as they relate to Income Tax and Excess Profits Duty :— 


PART III. 


Income Tax.—Miscellaneous 
Income Tax anp Super Tax ror 1926-27. 

19.—(1) Income tax for the year 1926-27 shall be charged 
at the rate of 4s., and the rates of super tax for that year 
shall, for the purposes of sect. 4 of the Income Tax Act, 1918, 
as amended by the Finance Act, 1920, be the same as those 
for the year 1925-26. 

(2) All such enactments relating to income tax and super 
tax respectively as were in force with respect to the duties of 
income tax and super tax granted for the year 1925-26 shall, 
subject to the provisions of the Tithe Act, 1925, have full 
force and effect with respect to the duties of income tax and 
super tax respectively granted by this Act. 

(3) The annual value of any property which has been 
adopted for the purpose of income tax under Schedules A and 
B for the year 1925-26 shall be taken as the annual value of 
that property for the same purpose for the year 1926-27: 

Provided that this sub-section shall not apply to lands, 
tenements and hereditaments in the administrative county of 
London with respect to which the valuation list under the 
Valuation (Metropolis) Act, 1869, is by that Act made 
conclusive for the purposes of income tax. 


PRovIsION AS TO MAKING OF CiaIms, &c., UNDER Proviso To | 


Secr. 24 (1) or France Acr, 1920. 

20.—The provisions of sect. 19 of the Finance Act, 1925, 
prescribing the procedure with respect to the making of 
certain claims and with respect to applications to have such 
claims determined by the Special Commissioners, shall apply 
to claims which an individual is entitled to make by virtue 
of the proviso to sub-sect. (1) of sect. 24 of the Finance Act, 
1920 (which proviso exempts from the provisions of the said 
sect. 24 individuals who satisfy the Commissioners of Inland 
Revenue with respect to certain matters), in the same manner 
as they apply to the claims mentioned in the said sect. 19, 
but with the substitution in sub-sect. (2) thereof of three 
months for 21 days. 


Provistons or Sect. 18 or Finance Act, 1925, 
TO BE PERMANENT. 


21.—Sect. 18 of the Finance Act, 1925 (which provides for 
a half-yearly instead of a quarterly assessment of weekly 
wage earners), shall have effect in relation to the year 1926-27 
and every subsequent year of assessment as it had effect in 
relation to the year 1925-26, and the words ‘for the year 
1925-26” in the said section are hereby repealed. 


Income Tax computer on Prorits or Previous Prriop To 
BE CHARGED THOUGH NO Prorits In YEAR OF ASSESSMENT. 

22.—(1) Where it is provided by the Income Tax Acts that 
income tax in respect of profits or gains or income from any 
source or in respect of the property in lands, tenements, 
hereditaments or heritages is to be computed by reference to 
the amount of the profits or gains or income of some period 
preceding the year of assessment, then, notwithstanding that 
no profits or gains or income arise from that source or 
that property for or within the year of assessment, income tax 
as so computed shall be charged for that year, and sect. 1 
of the Income Tax Act, 1918, shall be construed and have 
effect accordingly, except that paragraph (1) of Rule 3 of 
the Miscellaneous Rules applicable to Schedule D shall not 


apply in any case where the person charged to tax has not 
within the year of assessment ceased to possess the source of 
the profits or gains or income or the property. 

(2) The foregoing provisions of this section shall be deemed 
always to have had effect in relation to income tax chargeable 
in respect of the annual value of lands, tenements, heredita- 
ments or heritages falling within No. II or No. III of 
Schedule A, in relation to profits falling within Rule 8 of the 
Rules applicable to Schedule B, and in relation to profits or 
gains falling wishin Cases I, II or VI of Schedule D. 


Rewer rrom Dovsie Taxation.—Irisu Free Srare. 

23.—(1) The Agreement made April 14th, 1926, between 
the British Government and the Government of the Irish 
Free State in respect of double income tax (which Agreement 
is set out in Part I of the Second Schedule to this Act) is 
hereby confirmed, and shall have effect, with respect to 
exemption or relief to be granted from British income tax 
and super tax, for the year 1926-27 and any subsequent year 
provided that, with respect to exemption or relief to be granted 
from Irish Free State income tax and super tax, it has effect 
for that year by virtue of an Act of the Legislature of the 
Irish Free State. 

(2) For the purpose of giving effect to the said Agreement, 
the Income Tax Acts in relation to persons resident in Great 
Britain or Northern Ireland, whether or not also resident in 
the Irish Free State, and to persons intrusted with payment 
to persons so resident, and in relation to claims by persons 
resident in the Irish Free State shall, for any year for which 
the said agreement is in force, have effect subject to the 
modifications set forth in Part II of the said Second Schedule. 


Income Tax on Drvipenps Payasie ovr or Posuic Revenue 
or NorTHERN IRELAND. 

24.—(1) In Rule 1 of the Rules applicable to Schedule C 
which relate to interest, &c., with the payment of which 
persons other than the Bank of England, the Bank of Ireland 
and the National Debt Commissioners are ent: usted, after the 
words ‘‘ dividends which are payable” there shall be inserted 
the words ‘‘out of the public revenue of Northern Ireland 
or which are payable,”’ and after the words ‘‘ other than that 
of the United Kingdom” there shall be inserted the words 
“or of Northern Ireland.” 

(2) At the end of Rule 5 of the said Rules, the following 
proviso shall be inserted : 

‘* Provided that this Rule shall not apply to any 
person entrusted with the payment of dividends payable 
out of the public revenue of Northern Ireland.” 


PROVISIONS IN CONNECTION WITH APPEALS. 

25.—(1) In the case of an appeal against an assessment 
made under Schedule D or according to the rules applicable 
to that Schedule, the appellant shall in the notice of appeal 
specify the grounds of the appeal. 

(2) Notwithstanding that the hearing of an appeal against 
any such assessment either— 

(a) Has been postponed under sub-sect. (3) of sect. 136 
of the Income Tax Act, 1918; or 
(b) Has been adjourned, 
beyond the time limited for hearing appeals, the General 
Commissioners shall nevertheless proceed to allow and 
confirm the assessment as required by sub-sect. (3) of sect. 122 
of the said Act: 

Provided that— 

(a) Pending the determination of the appeal, the allowance 
and confirmation of the assessment shall be deemed 
to be in respect of such amount only of the tax 


—— 
a 
== 
= 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(June, 1926. 


thereby assessed as appears to the General Com- 
missioners not ‘o be in dispute, and tax shall be 
collected and paid in that amount in all respects as 
if it were tax charged by an assessment in respect 
of which no appeal was pending ; and 

(b) On the determination of the appeal any balance of 
tax chargeable in accordance with the determination 
shall be payable, or any tax overpaid shall be repaid, 
as the case may require. 


PART IV. 

Income Tax.—Basis of Assessment. 
TRANSFER OF CERTAIN Property FROM ScHEDULE A 10 
Scuepute D. 

26.—Income tax in respect of the property in the lands, 
tenements, hereditaments or heritages mentioned in the first 
column of the Table contained in the Third Schedule to this 
Act, shall cease to be chargeable under Schedule A, and shall 
become chargeable under the Case of Schedule D mentioned 
jn the second column of the said Table, and the Rules 
applicable to each such Case, including the provisions of 
this Act amending those Rules, shall apply accordingly, but 
subject to the provisions contained in the third column of 
the said Table: 

Provided that sects. 37, 38 and 39 of the Income Tax Act, 
1918, and sect. 30 of the Finance Act, 1921 (which provide 
for giving relief from income tax to certain charities, friendly 
societies and other bodies) shall be construed as if any income 
tax chargeable by virtue of this section under Schedule D 
instead of under Schedule A had remained chargeable under 
Schedule A. 


MetnHop or Computing Prorits uNDER ScHepuLE D. 
27.—(1) Such enactments in the Income Tax Acts as provide 
that income tax under Schedule D shall in certain cases be 
computed on the full amount of the balance of the profits or 
gains, or on the full amount of the income, upon an average 
of three years, and so much of Rules 1 and 2 of the Rules 
applicable to Case LV of Schedule D as provides that income 
tax under that Case shall be computed on the full amount of 
the income which arises, or which has been or will be received, 
in the year of assessment, shall cease to have effect, and any 
income tax in respect of profits or gains or income chargeable 
under Case I, Case II, Case IV, or Case V of Schedule D 
which would, but for the foregoing provisions of this section, 
_ have been computed as aforesaid, shall be computed, subject 
to the provisions of this Part of this Act, and subject as 
hereinafter provided, on the full amount of the profits or gains 
or income of the year preceding the year of assessment. 
Provided that— 

(a) Any person charged with income tax in respect of the 
profits or gains of any trade, profession or vocation 
which has been set up or commenced with the year 
preceding the year of assessment shall be entitled, 
on giving notice in writing to the surveyor within 
twelve months after the end of the year of assessment, 
to be charged to income tax on the amount of the 
profits or gains of the year of assessment; and 

(b) In the case of income tax chargeable under Case IV or 
Case V of Schedule D— 

(i) Income tax shall be computed, as respects the 
year of assessment in which the income first arises, 
on the full amount of the income arising within 
that year: 

(ii) Where the income first arose on some day 
in the year preceding the year of assessment other 
than April 6th, income tax shall be computed 
on the income of the year of assessment: 


(iii) Where the income first arose on April 6th 
in the year preceding the year of assessment, 
or on some day in the year next before the 
year preceding the year of assessment other 
than April 6th, the person charged shall be 
entitled, on giving notice in writing to the 
surveyor within twelve months after the end 
of the year of assessment, to be charged on the 
amount of the income of that year, and if the tax 
charged has been paid, any tax overpaid shall be 
repaid : 

(iv) References in this proviso to income which 
arises or which arose shall, in cases where income 
tax is to be computed by reference to the amount 
of income received in Great Britain or Northern 
Ireland, be construed as references to income 
which is or was so received. 

(2) The foregoing provisions of this section shall not apply 
for the purposes of the computation of profits or gains charge- 
able under Case VI of Schedule D or according to the Rules 
applicable to that Case, but Rule 2 of those Rules shall be 
amended so as to provide that the computation of profits or 
gains so chargeable shall in no case be made according to an 
average of a period greater than one year. 

(3) If any person who for the year 1926-27 was assessed 
and charged under Schedule D or according to the Rules 
applicable to that Schedule in respect of profits or gains or 
income arising from any source upon an average of a period 
of three years or more proves that the profits or gains or 
income of either of the first two of the three years upon the 
average of which he would, but for the provisions of this 
section, have been charged for the year 1927-28 were less than 
the profits or gains or income for one year upon an average of 
the six years preceding those three years, or, if he was not in 
possession of the source of the profits or gains or income 
during the six years aforesaid, upon an average of the less 
period preceding the said three years during which he was so 
in possession, he shall, on giving notice in writing to the 
surveyor not later than October 5th, 1927, that he desires so 
to be charged, be charged to tax for both the years 1927-28 
and 1928-29 in respect of the profits or gains or income 
arising from that source on the amount on which he would 
have been charged if this section had not passed : 

Provided that for the purpose of the foregoing provision a 
person shall be treated as having been in possession of the 
source of any profits or gains or income during any year if 
during that year he was in possession of the source on his own 
account or the source was in the possession of a partnership 
of which he was a partner. 

This sub-section shall apply to persons in partnership as 
it applies to a person, and persons in partnership shall be 
deemed to have been io possession of the source of any profits 
or gains or income during any year if any of them was during 
that year in possession of the source on his own account or 
the source was in the possession of a partnership of which he 
was a partner. 


Provisions as To CHARGE or Tax UNDER CERTAIN Cases or 
Scuepute D. ‘ 


28.—All profits or income in respect of which any person is 
chargeable either under Rule 1 of the Rules applicable to Case 
III of Scheduie D, or under Case IV of Schedule D or under 
Case V of Schedule D may respectively be assessed and 
charged in one sum: £ 
Provided that— 
(i) If in any year of assessment any person charged or 
chargeable in respect of any such profits or income 
as aforesaid ceases to possess any particular source of 
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any such profits or income or any part of any such 
source, income tax in respect of the profits or income 
from that source or that part shall be computed 
separately, and the provisions of the section in this 
Part of this Act which relates to the discontinuance 
of a trade, profession or vocation, shall, subject to 
the necessary modifications, apply in any such case 
as if the cesser of the possession of the source or 
part were the discontinuance of a trade: 

(ii) If in any year of assessment any person acquires a 
new source of any such profits or income or an 
addition to any source of any such profits or income, 
income tax in respect of the profits or income from 
that source or from the addition to that source shall 
be computed separately, and in the case of profits or 
income chargeable under Rule 1 of the Rules 
applicable to Case III the provisions of paragraph 
(1) of Rule 2 of those Rules shall apply, and in the 
case of profits or income chargeable under Case IV 
or Case V of Schedule D the provisions of proviso 
(b) to sub-sect. (1) of the last preceding section of 
this Act shall apply: 

(iii) Where any income in respect of which any person has 
previously been charged or chargeable under Case 
IV or Case V of Schedule D becomes at any time 
chargeable to tax by deduction under the provisions 
of Rule 7 of the Miscellaneous Rules applicable to 
Schedule D, the provisions of paragraph (é) of this 
proviso shall apply as if that person had at the time 
aforesaid ceased to possess the security or possession 
from which the income arises : 

(iv) Where income arising to any person from any security 
or possession in any place out of Great Britain and 
Northern Ireland ceases atany time to becliargeable to 
income tax by reduction under the provisions of Rule 
7 of the Miscellaneous Rules applicable to Schedule 
D, the provisions of paragraph (ii) of this proviso 
shall apply as if that security or possession were a 
new source of income acquired by that person at 
that time. 


Provisions as To Discontinuance or TRrapEs, &c. 
29.—(1) Where in any year of assessment a trade, profession 
or vocation is permanently discontinued, then, notwithstanding 
anything in this Part of this Act— 

(a) The person charged or chargeable with tax in respect 
thereof shall be charged for that year on the amount 
of the profits or gains of the period beginning on 
April 6th in that year and ending on the date of the 
discontinuance, subject to any deduction or set-off 
to which he may be entitled under the section of 
this Part of this Act which provides for relief in 
respect of certain losses or under Rule 13 of the 
Rules applicable to Cases I and II of Schedule D, 
and if he has been charged otherwise than in 
accordance with this provision any tax overpaid 
shall be repaid, or an additional assessment may be 
made upon him, as the case may require ; 

(b) If the profits or gains of the year ending on April 5th 
in the year preceding the year of assessment in 
which the discontinuance occurs exceed the amount 
on which the person has been charged for that 
preceding year, or would have been charged if no 
such deduction or set-off as aforesaid had been 
allowed, an additional assessment may be made 
upon him, so that he shall be charged for that 
preceding year on the amount of the profits or gains 
of the said year ending on April 5th, subject to any 


such deduction or set-off as aforesaid to which he 
may be entitled. 


(2) In the case of the death of a person who, if he had not 
died, would, under the provisions of this section, have become 
chargeable to income tax for any year, the tax which would 
have been so chargeable shall be assessed and charged upon 
his executors or administrators, and shall be a debt due from 
and payable out of his estate. 


AmeEnDMENT oF Rote 11 or Runes appiicaBte to Cases I 
and II or Scuepure D. 

30.—(1) For Rule 11 of the Rules applicable to Cases I 

and IL of Schedule D there shall be substituted the following : — 

**11,.—(1) If at any time after April 5th, 1928, a change 
occurs in a partnership of persons engaged in any trade, 
profession, or vocation, by reason of retirement or death, 
or the dissolution of the partnership as to one or more 
of the partners, or the admission of a new partner, in 
such circumstances that one or more of the persons 

~ who until that time were engaged in the trade, profession, 
or vocation, continue to be engaged therein, or a person 
who until that time was engaged in any trade, profession, 
or vocation on his own account continues to be engaged 
in it, but as a partner in a partnership, the tax payable 
by the person or persons who carry on the trade, profession, 
or vocation after that time shall, notwithstanding the 
change, be computed according to the profits or gains of 
the trade, profession, or vocation during the period 
prescribed by the Income Tax Acts: 

Provided that where all the persons who were engaged 
in the trade, profession or vocation both immediately 
before and immediately after the change require, by 
notice signed by all of them or, in the case of a deceased 
person, by his legal representatives, and sent to the 
surveyor within two months after the change took place, 
that the tax payable for all years of assessment shall be 
computed as if the trade, profession or vocation had been 
discontinued at the date of the change, and a new trade, 
profession or vocation had been then set up or com- 
menced, and that the tax so computed for any year 
shall be charged on and paid by such of them as would 
have been charged if such discontinuance and setting up 
or commencement had actually taken place, the tax shall 
be computed, charged, collected and paid accordingly. 

(2) If at any time after the said April 5th any person 
succeeds to any trade, profession or vocation which until 
that time was carried on by another person and the case 
is not one to which paragraph (1) of this Rule applies, 
the tax payable for all years of assessment by the person 
succeeding as aforesaid shall be computed as if he had 
set up or commenced the trade, profession or vocation 
at that time, and the tax payable for all years of 
assessment by the person who until that time carried on 
the trade, profession or vocation shall be computed as if 
it had then been discontinued. 

In this paragraph references to a person include 
references to a partnership. 

(3) In the case of the death of a person who, if he had 
not died, would, under the provisions of this Rule, have 
become chargeable to income tax for any year, the tax 
which would have been so chargeable shall be assessed 
and charged upon his executors or administrators, and 
shall be a debt due from and payable out of his estate.” 

(2) Where relief has been given under the provisions of 
Rule 11 of the Rules applicable to Cases I and II of Schedule D 
in respect of a falling short of profits or gains from some 
specific cause since or by reason of a change in a partnership 
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of persons engaged in any trade or profession, or a succession 
to a trade or profession, which change or succession took 
place within the year 1927-28, the person or persons who 
after the change or succession are chargeable with tax in 
respect of profits or gains of the trade or profession shall 
be entitled, on giving notice in writing to the surveyor not 
later than October 5th, 1929, to be charged to tax for the year 
1928-29 as if the trade or profession had been set up or 
commenced on the date of the aforesaid change or succession, 
and if the tax charged has been paid any tax overpaid shall 
be repaid. 

(3) This section shall come into operation on April 6th, 1928. 


Rewer 1x Respect or Certain Losses. 

31.—(1) Where a person has in any trade, profession or 
vocation carried on by him, either solely or in partnership, 
sustained a loss (to be computed in like manner as profits or 
gains under the Rules applicable to Cases I and II of Schedule 
D) in respect of which relief has not been wholly given under 
sect. 34 of the Income Tax Act, 1918 (which relates to relief 
in respect of certain losses), or under Rule 13 of the Rules 
applicable to Cases I and II of Schedule D (which provides for 
the setting off of losses against profits or gains in a distinct 
trade), or under any other provision of the Income Tax Acts, 
he may claim that any portion of the loss for which relief has 
not been so given shall be carried forward and, as far as may 
be, deducted from or set off against the amount of profits or 
gains on which he is assessed under Schedule D in respect of 
that trade, profession or vocation for the six following years 
of assessment: 

Provided that in so far as relief in respect of any loss has 
been given to any person under this section that person shall 
not be entitled to claim relief in respect of that loss under any 
other provision of the Income Tax Acts. 

(2) In the application of this section to a loss sustained by a 
partner in a partnership, the expression ‘‘the amount of 
profits or gains on which he is assessed’’ shall, in respect 
of any year, be taken to mean such portion of the amount on 
which the partnership is assessed under Schedule D in respect 
of the trade, profession or vocation as he would be required 
under the Income Tax Acts to include in a return of his total 
income for the year. 

(3) Any relief under this section shall be given as far as 
possible from the first subsequent assessment fer any year 
within the said six following years, and so far as it cannot be so 
given then from the next such assessment and so on. 

(4) Where a loss is sustained— 

(a) By aperson in the occupation of woodlands who, if he 
had made a profit, would, by reason of his election 
under Rule 7 of the Rules applicable to Schedule B, 
have been chargeable for the succeeding year to tax 
- under Schedule D computed on the amount of that 
profit; or 
(b) By a person in the occupation of lands who, if he had 
made a profit, would, in consequence of his election 
under Rule 5 of the Rules applicable to Schedule B, 
have been chargeable for the succeeding year to tax 
under Schedule D computed on the amount of 
that profit ; 
this section shall apply so as to give relief in respect of that 
loss in the same manner and to the same extent as if it were 
a loss sustained in a trade: 

Provided that if for any year after the year in which the loss 
is sustained the person who suffered the loss is assessed under 
Schedule B in respect of the occupation of the lands in 
question, no such deduction or set off as aforesaid shall in 
respect of that loss be allowed for that or any succeeding year. 


(5) The provisions of this section shall extend so as to apply 
to a loss sustained in the year ending on April 5th, 1927, or 
where it has been customary to make up accounts of the trade, 
profession or vocation, in the year which under the provisions 
of the next following section of this Act would be taken to be 
the year preceding the year 1927-28. 


Pertop or Computation or Prorits aND Garns. 

32.—(1) Where, in the case of any trade, profession or 
vocation, or of the occupation of any land occupied solely or 
mainly for the purposes of husbandry, or of the occupation of 
any woodlands, it has been customary to make up accounts— 
(a) If only one account was made up to a date within the 
year preceding the year of assessment, and that 
account was for a period of one year, the profits or 
gains of the year ending on that date shall be taken 
to be the profits or gains of the year preceding the 

year of assessment ; 
(b) if no account for a period of one year was made up to 
a date within the year preceding the year of 
assessment, or if more accounts than one were made 
up to dates within that year, the Commissioners of 
Inland Revenue shall decide what period of twelve 
months shall be deemed to be the year the profits or 
gains of which are to be taken to be the profits or 
gains of the year preceding the year of assessment. 


(2) Where the Commissioners of Inland Revenue have 
given a decision under paragraph (b) of the preceding sub-section 
and it appears to them that in consequence thereof the tax for 
the last preceding year of assessment (not being a year prior 
to the year 1927-28) in respect of the profits or gains from the 
same source should be computed on the profits or gains of a 
corresponding period, they may give directions to that effect 
and an assessment or additional assessment or repayment of 
tax shall be made accordingly. 

(3) An appeal shall lie against any assessment or additional 
assessment or in respect of any repayment of tax under 
sub-sect. (2) of this section, and any such appeal shall be 
made to the Special Commissioners who shall consider the 
circumstances and grant such relief, if any, as is just, and 
their determination shall be final and conclusive, subject to 
the provisions of the Income Tax Acts relating to the 
statement of a case for the opinion of the High Court. 

(4) In the case of the death of a person who, if he had not 
died, would, under the provisions of this section, have become 
chargeable to income tax for any year, the tax which would 
have been so chargeable shall be assessed and charged upon 
his executors or administrators and shall be a debt due from 
and payable out of his estate. ; 


APPORTIONMENT OF PRoFirs. 

33.—(1) Where in the case of any profits or gains chargeable 
under Case I, Case II, Rule 4 of Case III or Case VI of 
Schedule D it is necessary, in order to arrive at the profits or 
gains or losses of any year of assessment or other period, to 
divide and apportion to specific periods the profits or gains or 
losses for any period for which the accounts have been made 
up, or to aggregate any such profits or gains or losses or any 
apportioned parts thereof, it shall be lawful to make such a 
division and apportionment or aggregation : 

Provided that nothing in this section shall be construed as 
limiting the power of the General Commissioners with respect 
to the adjustment of an assessment under Rule 9 of the Rules 
applicable to Cases I and II of Schedule D. 

(2) Any apportionment under this section shall be made in 
proportion to the number of months or fractions of months in 
the respective periods. 


—_ 
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ConsEQUENTIAL AND MINOR AMENDMENTS. 

34.—(1) The amendments specified in the second column 
of the Fourth Schedule to this Act, which are consequential 
or relate to minor details, shall be made in the provisions of 
the Income Tax Act, 1918, specified in the first column of 
that Schedule. 


(2) It shall be lawful for His Majesty in Council by Order 
to make such amendments of the forms of statements, lists 
and declarations contained in the Fifth Schedule to the 
Income Tax Act, 1918, as appear to His Majesty to be 
necessary to give effect to the provisions of this Part of this 
Act, and that Schedule shall have effect as amended by any 
Order so made. 


ConsTRUCTION AND CoMMENCEMENT oF Part IV, anp Reprat. 

35.—(1) The provisions of the Income Tax Acts shall, in 
relation to matters dealt with in this Part of this Act, have 
effect subject to the provisions of this Part of this Act, and 
shall, so far as inconsistent therewith, cease to have effect, 
and, subject as aforesaid, this Part of this Act shall be 
construed as one with the Income Tax Acts. 


(2) The provisions of this Part of this Act shall, except as 
otherwise expressly provided, come into operation on April 6th, 
1927, but shall not apply to any duties of income tax granted 
by Parliament before the commencement of this Part of this 
Act, or to any enactment or matter touching any such duties 
so granted, and all enactments relating to the basis of 
assessment which are in force immediately before the 
commencement of this Part of this Act shall continue to have 
effect in relation to any such duties so granted as if this Act 
had not passed, notwithstanding that those enactments are 
inconsistent with the provisions of, or are expressly repealed 
by, this Act. 


(3) Subject to the provisions of this Act, the enactments set 
out in Part I of the Fifth Schedule to this Act shall be repealed 
to the extent mentioned in the third column of henen Schedule 
as from April 6th, 1927. 


PART Vv. 
Excess Profits Duty. 


Provisions ror LIMITING FURTHER ASSESSMENTS OR Crarus 
IN RESPECT OF Excess Prorits Dory. 

36.—(1) After September 30th, 1926, no assessment or 
additional assessment of duty shall be made, and no claim 
for relief from or for reduction or repayment of duty shall be 
entertained or allowed, except in a case which is an undeter- 
mined case within the meaning of this section, and sect. 39 
of the Finance Act, 1921, shall have effect accordingly. 


(2) At any time not later than the said September 30th the 
Commissioners may in the case of any person who is or has 
been the owner of a trade or business give notice to him that 
they consider his liability to duty or his right in respect of 
relief from, or reduction or repayment of, duty as being 
undetermined, and any person who has been assessed to duty 
or is entitled to make a claim for relief from or for reduction 
or repayment of duty may give a like notice to the 
Commissioners, and where such a notice is given to or by any 
person his case shall be deemed to be an undetermined case 
for the purposes of this section. 

(3) The Commissioners may at any time give notice to any 
person whose case is an undetermined case to the effect 
that all questions as to his liability in respect of duty and his 
right to any relief from or reduction or repayment of duty 
have, in the opinion of the Commissioners, been finally 
determined. 


Any person aggrieved by any such notice may, at any time 
within thirty days from the date on which the notice is served 
on him, appeal against it in accordance with the provisions of 
sub-sect. (5) of sect. 45 of the principal Act and the provisions 
(other than provisions prescribing the time within which 
notice of appeal may be given) of any regulations made under 
sub-sect. (7) of that section, in the same manner as if he were 
& person dissatisfied with the amount of an assessment to duty. 

If, where notice has been given to a person under this 
sub-section, that person does not appeal against the notice or 
the appeal is not allowed, his case shall, as from the expiration 
of the time within which he was entitled to appeal or as from 
the date on which the appeal is finally determined, as the case 
may be, cease to be an undetermined case within the meaning 
of this section, and the provisions of sub-sect. (1) of this 
section shall apply accordingly. 

(5) Nothing in this section shall affect any powers vested in 
the Commissioners at the commencement of this Act for the 
recovery of duty or of any interest lawfully chargeable in 
respect of any duty. 

(6) This section shall, subject to the necessary modifications, 
apply to munitions Exchequer payments as it applies to 
the duty. 

(7) Notwithstanding anything in this section, the 
Commissioners may at any time make an assessment in 
respect of any excess profits duty which appears to them not to 
have been assessed by reason of any fraud or wilful default on 
the part of the person liable to be assessed and recover the 
duty chargeable on the assessment, and any person aggrieved 
by any such assessment shall have the same right of appealing 
against it as he would have had of appealing against any 
assessment to duty if this Act had not passed. 


Provistons as To Depuction or Income Tax 1x CompuTine 
Carrrat For Purposes or Excess Prorits Dury. 

37.—(1) Notwithstanding that an appeal is pending against 
an assessment to income tax in respect of the profits of a trade 
or business, the tax chargeable in accordance with that 
assessment shall, so far as unpaid, be deemed to be a debt 
within the meaning of paragraph 2 of Part III of the Fourth 
Schedule to the principal Act.(which enacts that debts shall 
be deducted in computing the amount of capital for the 
purposes of Part III of that Act), and the deduction in respect 
of any such income tax shall, subject as hereinafter provided, 
be made as on the date of the commencement of the first 
accounting period commencing after the date on which the 
certificate of assessment which includes the assessment in 
question was in fact signed by the General or Special 
Commissioners, as the case may be, or as on the date of the 
commencement of the first accounting period commencing 
after December 31st in the year for which the income tax is 
assessed, whichever such date of commencement is the later: 

Provided that where such an assessment is reduced on 
appeal, the amount to be deducted shall be treated as having 
been the amount of the income tax on the reduced assessment, 
and any necessary adjustments in respect of duty shall be 
made accordingly. 

(2) The provisions of this section shall be deemed to have 
had effect as from the commencement of Part III of the 
principal Act. 


SECOND SCHEDULE. 
PART I. 

This cousists of the Agreement made on April 14th, 1926, 
between the British Government and the Gevernment of the 
Irish Free State, which we published in our May issue under 
the head of ‘‘ Double Income Tax.” 
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PART II. 
This consists of modifications of the Income Tax Acts for 
the purpose of giving effect to the Agreement forming Part I 
of this Schedule. 


THIRD SCHEDULE. 
Tapie oF TRANSFERS OF VARIOUS PROPERTIES 


From ScaepuLe A To ScueputE D. 
in respect Gobene wD 
Property in res _— Provisions with respect to new 
Se method of charging. 
charged. 

Certain lands, | Case III | In computing the amount of an 
tenements, assessment under Schedule D 
hereditaments the like deductions and allow- 
or heritages ances shall be made as would 
to which the have been made if the assess- 
Rules of No. II ment had been made onde 
of Schedule A Schedule A, No. II. 
apply. The proviso to Rule 6 of Schedule 

A, No. II, shall be deemed to 
be a Rule of Schedule D, Case 
III, with respect to the fines to 
which the said Rule 6 applies. 

Certain lands, | CaseI | Rules 4, 5 and 7 of Schedule A, |. 
tenements, No. III, shall apply and shall 
hereditaments be deemed to be Rules of 
or heritages Schedule D, Case I, so far as 
to which the regards those lands, tenements, 
Rulesof No.III hereditaments or heritages. 
of Schedule A No deduction or set off (other 
apply. than the deduction granted by 

sub-sect. (2) of sect. 18 of the 
Finance Act, 1919) shall be 
allowed in estimating the profits 
on account of, or by reference 
to, the annual value of any 
lands,tenements, hereditaments 
or heritages occupied and used 
in connection with the concern 
and not separately assessed and 
charged under Schedule A. 


FIFTH SCHEDULE. 
Enactments Repealed. 


PART I. 

— Short Title. Extent of Repeal. 

8 & 9, Geo. V,| The Income Tax | In the First Schedule— 

c. 40 Act, 1918 In the Rule applicable to 
Case I of Schedule D the 
words ‘‘other than a trade 
relating to lands, tene- 
ments, hereditaments and 
heritages directed to be 
charged under Schedule 
A.” 

Rule 8 of the Rules 
applicable to Cases I and 
II of Schedule D. 
Rule 3 of the Miscel- 
laneous Rules applicable 
to Schedule D. 
11&12Geo.V,| TheFinance Act, Sect. 26. 
c. 32 1921 
14 &15 Geo.V, | The Finance Act, Sect. 26. 
c. 21 1924 


PART II. 
—— Short Title. Extent of Repeal. 
23 & 24 Vict.,| The Excise Act, | Sects. 8 to 20. 
ec. 113 1860 
8 & 9 Geo. V,| The Finance Act, | Sect. 12. 
e. 15 1918 
144&15Geo. V,| The Finance Act, | Sub-sect. (2) of sect. 3. 
c. 21 1924 
15 &16 Geo.V,| The Finance Act, | In sub-sect. (2) of sect. 3 
c. 36 1925 the reference to the 
provisions.of sub-sect. (4) 
of sect. 13 of the F nance 
(No. 2) Act, 1915, and in 
sect. 18 the words ‘ for 
the year 1925-26.” 


Correspondence. 


EXTRAORDINARY AND SPECIAL RESOLUTIONS. 
To the Editors Incorporated Accountants’ Journal. 

S1es,—I have read with interest the article in your issue 
dated May, 1926, on ‘‘ Extraordinary and Special Resolutions.” 
There is one point upon which I would like your opinion, 
and it may be of interest to your readers generally. 

An extraordinary resolution is defined as one passed by a 
majority of not less than three-fourths of such members 
entitled to vote as are present at a general meeting. In a case 
in which I was professionally engaged quite recently a well 
known K.C. gave his opinion to the effect that a company of 
three members could not pass a valid extraordinary resolution, 
and that in the case in question where an extraordinary 
resolution had been taken as passed when two of the three 
shareholders voted for it and one against it, he thought that 
in a Court of Law exception might be effectually taken to 
this resolution. 

Perhaps you will comment upon the above in your next issue. 


Yours faithfully, 
May, 1926. Sr. MARK. 


(‘A majority of not less than three-fourths of such 
members entitled to vote as are present” means three-fourths 
or more of those present whether voting or not. If there 
are three persons present and two vote for a resolution, such 
resolution is not carried by not less than three-fourths of 
those present, since two-thirds is arithmetically less than 
three-fourths.—Ebs., I.A.J.] 


COUNTY RATES AND EXPENDITURE. 


We have received from the County Accountants’ Society 
two interesting statistical tables. One table shows the 
Assessable Values and Loan Debts for the year ended March 
31st, 1925, and the rates for the succeeding year of- the 
respective ‘Counties in England and Wales. 

The second table relates to Elementary Education and 
comprises valuable statistics for each county as to the 
amounts received from rates and grants and shows 
expenditure classified under appropriate headings, with the 
average cost of education per scholar. 

The tables have been compiled by Mr. F. H. Owers, 
F.8.A.A. (County Accountant of Essex), and Mr. Vincent 
Williams, F.S.A.A., M.A. (County Accountant of Chester), 
who are respectively President and Hon. Secretary of the 


County Accountants’ Society. 
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Explanation of Agreement with Irish Free State. 

The following is an official merhorandum explaining 
the Agreement between the British Government and _ the 
Government of the Irish Free State in respect of double 
income tax. The text of the Agreement appeared in our 
May issue :— 


1.— The Agreement between the British Government and 
the Government of the Irish Free State in respect of double 
income tax (Cmd. Paper 2632) is based on the solution of the 
double income tax problem which is described in the report of 
a Committee of Economists to the Economic and Financial 
Commission of the League of Nations as ‘‘the most desirable 
practical method of avoiding the evils of double taxation.” 
The underlying principle is that Great Britain (including 
Northern Ireland), on the one hand, and the Irish Free State, 
on the other hand, shall each-exempt from its tax income 
arising from sources within its borders to persons who, not 
being resident within its borders, are resident in the other 
country, and that income shall be taxed only by the country 
in which the person entitled to the income resides. 


2.—This principle of the exemption of the non-resident and 
of taxation solely by the country of res dence has already been 
applied in relation to certain countries in the case of income 
derived from shipping, under the powers conferred by sect. 18 
of the Finance Act, 1923. Under the Agreement with the 
Irish Free State it will be applied without restriction as to 
the nature of the income, so that a person resident in either 
Great Britain (including Northern Ireland) or the Irish Free 
State, but not resident in both countries, will be liable to 
income tax, and to super tax where chargeable, in his country 
of residence only, and will be entitled to exemption from the 
tax of the other country in respect of all his property situate 
and profits or gains arising therein. 


3.—Exemption from Irish Free State tax will be granted 
by the Irish Free State Revenue Commissioners to a person 
who proves to them that he is resident in Great Britain or 
Northern Ireland but not resident in the Irish Free State, 
either by the non-charging of that tax. where this course is 
practicable, or by repayment. The title to exemption must 
be proved by written decla:ation; the forms wf declaration 
will be obtainable in due course from the Irish Free State 
Revenue Commissioners and from H.M. Inspectors of Taxes 
in Great Britain and Northern Ireland. 


4.—A person resident in Great Britain or Northern Ireland 
who is entitled to exemption from Irish Free State tax in 
respect of income from the Irish Free State on the ground 
of non-residence in that country will be made liable to 
British tax, under the proposals contained im the Finance Bill, 
in respect of that income whether or not it is so chargeable 
under existing law. Under the existing law British tax in 
respect of income arising abroad is in certain circumstances 
chargeable only on the amounts remitted to this country, but 
it is a necessary corollary of the exemption of the non-resident 
and the taxation of income by the country of residence 
only that all the income exempted by the country of origin 
should be taxed by the country of residence. 


5.—The double resident (i.e., the person who is resident 
both in Great Britain (including Northern Ireland) and in the 
Irish Free State) is, ex hypothesi, not entitled to exemption 
from the tax of either country on the ground of non-residence, 
but will be liable in each as a resident. He will, however, be 
given double income tax relief by the two countries in respect 


of doubly taxed income to such an extent as will eliminate the 
lower of the two rates of tax, British and Irish Free State, 
at which he is liable (each country giving relief at one-half of 
the lower rate), and leave him ultimately to bear only the 
higher of the two rates. 


6.—Certain administrative arrangements will be made to 
facilitate the smooth working of the new scheme and to prevent, 
as far as is practicable, the initial double payment of British 
and Irish Free State tax on the same income without allowance 
for any relief due under the Agreement. The principal 
arrangements are as follows:— - 


(a) Non-Deduction of British Income Tax from Irish Free State 
Dividends, &ec. 

Under the provisions of the Finance Bill, bankers and other 
persons in Great Britain and Northern Ireland who are now 
under statutory obligation to deduct British income tax from 
Irish Free State dividends, &c., collected on behalf of their 
customers, will be empowered to pay over the proceeds of 
the dividends without deduction of such tax, provided that 
they furnished to the Commissioners of Inland Revenue full 
particulars of the dividends and the names and addresses of 
the customers, in order that the customers, where liable, may 
be direcily assessed to British income tax in respect of the 
dividends. It will be for each customer to elect whether 
this course (which is designed to prevent the deduction of 
both Irish Free State and British income tax from the 
dividends) should be followed, and it therefore rests with 
him to procure the payment of the income without deduction 
of British tax. — 


(b) Application of Tax repayable ly the Irish Free State in 
Satisfaction of British Taz. 

A resident in Great Britain or Northern Ireland who is 
entitled to repayment of Irish Free State tax on the 
ground of non-residence may authorise the Irish Free State 
Revenue Commissioners to make the repayment on his 
behalf direct to the Commissioners of Inland Revenue, to 
be applied in satisfaction of British tax due from him. 
The Commissioners of Inland Revenue will remit to him 
any excess of the repayment received by them over the 
British tax due. 


(This arrangement also is designed to prevent the initial 
double payment of British and Irish Free State tax on the . 
same income without relief, and it will not therefore be 
applicable in the case of Irish Free State dividends, &c., 
in respect of which the recipient has elected, notwithstanding 
arrangement (a), to have British income tax deducted at 
the source.) 


(c) A Conjoint Office or Clearing House. 

A conjoint office or clearing house, in London, staffed by 
officers of the British and Irish Free State Inland Revenue 
Departments, will be established in order primarily to deal 
with the taxation difficulties of double residents. The double 
resident will be under statutory obligation to make returns to 
both countries, and will, subject to double taxation relief, 
be taxable by both countries, as explained in paragraph 5. 
The clearing house will, however, at his request, collate 
particulars of his taxation liabilities in the two countries, will 
compute the amount of double income tax relief due to him 
and his aggregate liability, after allowance of the relief, to 
British and Irish Free State tax, and will endeavour so to 
arrange any payments or repayments of the tax of either 
country that may be due fr.m or to him as will prevent his 
having at the outset to pay in the two countries more tax than 
in the aggregate is found to be ultimately due. 
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Society of Incorporated Accountants and 
Auditors. 


South African (East) Branch. 


ANNUAL GENERAL MEETING. 

The annual general meeting of the South African (East) 
Branch of the Society of Incorporated Accountants and 
Auditors was held in the Board Room, Trust Building, 
Johannesburg, on Thursday, April 8th. 


Report of Committee. 

The Local Committee submit herewith the balance-sheet 
as at December 31st, 1925, and the revenue and expenditure 
account for the year 1925. 

During the year twelve new members were admitted. 

. The membership roll at December 31st, 1925, stood at 147. 

During the year the usual examinations were held. 
In May five sat for the Final, and three passed; and six 
sat for the Intermediate, and two passed. In November 
four sat for the Final, and one passed; seven sat for the 
Intermediate, and two passed; and one sat for the Preliminary 
and failed. Foret 

Under the bye-laws of the Branch all members of the 
Committee retire annually. Mr. R. Hemphill does not seek 
re-election. The other members of the Committee are 
deemed to be nominated for re-election. 4 


Chairman’s Address. 

Mr. M. Dreyer (Chairman), in moving the adoption of the 
report and accounts, said: You will have noticed in the Press, 
if you were not present at the meeting yourself, that the 
Transvaal Society of Accountants held their meeting on 
February 23rd. The chairman in his speech, amongst other 
matters, dealt with the question of entrance qualifications to, 
and the lack of control by, the Transvaal Society in respect 
of entrants being members of overseas institutions, and singled 
out the Society of Incorporated Accountants and Auditors for 
attack. It therefore devolves upon me to deal with this 
matter in so far as it affects the status and qualifications of 
members of your Society and the privileges secured by them, 
through registration, as members of the Transvaal Society 
of Accountants. 

As you know, members of the various Chartered societies 
and of the Society of Incorporated Accountants and Auditors 
are admitted to the register of the Transvaal Society under 
the bye-laws of the latter society. On the question of the 
qualifications of our members entitling them to membership 
of the Transvaal Society, the chairman stated that “after 
careful inquiries had been made it was agreed, at the time 
the bye-laws of the Society (Transvaal) were framed, that the 
standard of examination and training then obtaining of certain 
overseas accounting institutes or societies was of such an 
adequate character as to justify entry rights being granted 
members of those societies.’’ 

Gentlemen, you will have noticed the qualifying words 
“then obtaining,” and I would therefore ask in what respect 
the qualifications of our present day members are in any way 
inferior to those of members of your Society who qualified 
21 years ago. I must confess that I am at a loss to 


account for the implication that our examinations are not 
up to standard or that our examiners are easier to satisfy. 
Discussion on the chairman’s speech showed that the percentage 
of passes obtained at our examinations was the ghost used to 
scare the susceptibilities of certain members. It was stated 


that the percentage of passes at our examinations was 80. 
The one year in which the percentage of 80 was obtained 
was an exceptional one for South African candidates. 
One candidate obtained second place in the Final, and one 
was second and another third in the Intermediate examinations. 
As we all know, averages are unreliable when worked out on 
one year’s figures when the total of passes for all examinations 
was numerically small. To carry this further I will draw 
your attention to the present year’s figures of our Branch, 
as embodied in the report of your Committee, which show 
nine passes out of 23 candidates who sat for our examinations, 
or a percentage of 39. I have not the figures of the passes 
obtained by the candidates who sat for the General Examining. 
Board's examinations, but I will give you c»mparative figures, 
which for obvious reasons should be _suflicient for everybody 
concerned. Taking the Incorporated Society’s examinations 
over the last three and a half years, we find that out of a total 
of 4,060 candidates who sat 2,405 passed, or a percentage of 59. 
The Chartered Institute’s figures over two years, the only 
data available to me, were 2,462 candidates for 1,449 successes, 
giving a percentage of passes of 58.8. 

Now, gentlemen, I will not detain you much longer, but I 
must say a few words on the assertion that candidates for the 
Transvaal Society are using our Society as a side door through 
which to enter the former society. I have yet to meet the 
candidate who for preference will take the local society’s 
examinations to qualify himself for his life’s work; on the 
contrary, we are constantly dealing with applications from 
members of the local and other South African societies who 
have qualified through the General Examining Board’s 
examinations for permission to take our (a voluntary) Society’s 
Final examination. 

The chairman of the Transvaal Society, and our other 
friendly critics, pay a very poor compliment to the sense of 
discernment of our young men who enter the local society, 
as they say through the side door, by accepting articles from 
and passing the examinations of the Society of Incorporated 
Accountants and Auditors. The law permits it, the bye-laws 
of the Transvaal Society of Accountants allow it, and they 
obtain certificates of more universal use to them. According 
to the Press report, the meeting was closed by a remark from 
the chair that the Incorporated Society should not hold 
examinations in this country. You will agree with me, this 
is rather an extraordinary statement to make. A Society of 
world wide repite, having branches and holding examinations 
in every British Dominion, and, what is more, which held 
examinations here before the Transvaal Society of Accountants 
was brought into existence largely through the instrumentality 
of members of this Society, a society whose 4,167 members are 
practising all over the globe, is now told that it has no right 
to hold examinations in South Africa, where we can claim to 
have been the pioneers of the profession. Your period of 
usefulness is past and you should now eliminate yourselves. 


In conclusion I may say, speaking both for the East and 
West Branches of the Society in South Africa, that we do 
not in the least feel like committing suicide. As we can, 
however, claim to have the interests of our profession at 
heart in no lesser degree than any of the local societies we 
shall at all times hold ourselves in readiness to discuss with 
them any measures towards a better relationship than is 
apparently existing to-day. If there is a legitimate grievance, 
and their object was towards co-operation, then surely the 
Transvaal Society of Accountants went about it in the wrong 
way. Even at this late date we are ready for a friendly 
discussion to smooth over any difficulties which may exist. 


We have just heard, with great regret, of the death of 
Mr. Patrick Robertson, who was secretary of this Branch 
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up to 1910, when he left Johannesburg to take up business 
in Rhodesia, afterwards going to Scotland, where he died in 
February. I am able to announce to you an interesting event 
which has been arranged for the current year, and that is a 
visit from the President of our Society (Mr. G. 8. Pitt) during 
the summer. Your Committee has great hopes of beneficial 
results from the visit. My Committee desires me to express 
on their behalf their appreciation of the zeal and unremitting 
attention to the work of your Society of your Secretary 
(Mr. D. P. C. Blair). (Applause.) 


A LIQUIDATOR AND THE DISPOSAL OF 
INSURANCE MONEYS. 


A King’s Bench Divisional Court, consisting of Mr. Justice 
Salter and Mr. Justice Talbot, heard the appeal of 
Messrs. Maguire, Crooks & Co., Limited, bristle merchants, 
of Gravel Lane, Houndsditch, London, E.C., against the 
judgment of Judge Cooper at the Mayor’s and City of London 
Court on March 19th last, when he gave a decision in favour 
of the defendant, Mr. Ian Macdonald Henderson, a Chartered 
Accountant, of Moorgate Buildings, London, E.C. , theliqaidator 
of Messrs. J. Milton & Co., a firm of insurance brokers. 


The appellants, who were the plaintiffs in the Court below, 
brought an action to recover £33 15s., moriey which it was 
alleged was paid by an insurance company to Mr. Henderson 
in respect of pilferage of a cargo of bristles belonging to 
plaintiffs which was being carried by the s.s. London Exchange. 


It was appellants’ case that the money should have been 
forwarded by Henderson to them, but instead they alleged 
that he paid it to Mr. James Milton, whose firm was in 
liquidation, and at that time, March, 1925, was not acting 
as their insurance brokers. 


Appellants, said Mr. E. Goodman, their counsel, had never 
received the money, and they maintained that Mr. Henderson 
was liable for the repayment. 


Mr. H. O’ Hagan, for the respondent, said that Milton was 
acting as plaintiffs’ agent at this time, and Henderson paid 
the money to him. Milton retained the cheque on the ground 
that he had a set-off against the plaintiffs. 


Giving the judgment of the Court, Mr. Justice Salter said 
Henderson, as liquidator of the company, undoubtedly received 
the money in question, and undoubtedly. it was plaintiffs’ 
money. As that action was brought against him, the question 
was whether he received the money personally or on behalf 
of the company. If he received it as liquidator only then 
the action failed, but if he received it personally then the 
question was whether he had discharged himself. The firm 
of James Milton & Co. went into voluntary liquidation in 1923, 
soon after the claim was made. Mr. Henderson was appointed 
liquidator, and it was not until February, 1925, that the 
claim was renewed by plaintiffs. Mr. Henderson neglected it, 
but on March 20th, about a month later, he received cheques 
for the amount of the pilferage claim, which were drawn in 
favour of him as liquidator of Milton & Co. He handed the 
cheques to Mr. James Milton, who was said to be the agent 
of the plaintiffs. It was abundantly clear that respondent 
did not receive the money on behalf of the company, but 
personally. Milton had authority to collect it from the 
insurance company, but there was never any instruction 
given by the appellants to Henderson to pay this money to 
Milton. On these facts there was no evidence to justify a 
verdict for defendant. The appeal would be allowed, the 
judgment of the Court below set aside, and there would 
be judgment for the plaintiffs with costs. 


Mr. Justice Talbot concurred. 


Mr. O’Hagan asked for leave to appeal. It was a serious 
matter, he said, if a liquidator was to be held personally 
responsible, and was of some interest to the profession. 

Mr. Justice Salter: There will be no leave to appeal. 
I see no reason for it. 


Che Society of Incorporated 
Accountants and Anditors 


4ist ANNUAL GENERAL MEETING. 
Tue 41st Annual General Meeting of the Society was held 
at Cordwainers’ Hall, Cannon Street, London, E.C.4, on 
Wednesday, May 12th, 1926. 


Mr. Grorcz Srannore Pirr (President of the Society) 
occupied the chair, and was supported by the following 
members :—Mr. Thomas Keens (Vice-President), Mr. Arthur 
Collins, Mr. E. Cassleton Elliott, Lieut.-Colonel James 
Grimwood, C.B., D.S.0., Mr. Walter Holman, Sir James 
Martin, Mr. Henry Morgan, Mr. W. H. Payne, Mr. R. T. 
Warwick, Mr. A. E. Woodington; Mr. F. E. Anderson, 
Mr. Robert Ashworth, Mr. H. C. Banting, Mr. W. R. Baskett, 
Mr. H. W. Batty, Mr. W. A. H. Blinkhorn, Mr. J. 8S. Brittain, 
Mr. Henry J. Burgess, Mr. E. C. Coleman, Mr. 8. H. 
Coleman, Mr. C. J. H. Cowdy, Mr. Tom Cox, Mr. F. J. Duck, 
Mr. C. E. Dyer, Mr. W. D. Elgar, Mr. P. Farnworth, Mr. E. C. 
Finlason, Mr. Barrow Fish, Mr. H. T. Gore Gardiner, 
Mr. W. A. Godfrey, Mr. A. R. Green, Mr. B. de V. 
Hardcastle, Mr. W. J. Holman, Miss M. M. Homersham, 
Mr. J. G. Huggins, Mr. W. S. Hutchinson, Mr. John 
James, Mr. P. G. James, Mr. R. E. Johnston, Mr. P. G. Jones, 
Mr. A. T. Keens, Mr. W. H. Law, Mr. G. H. Lawrence, 
Mr. H. J. Lester, Mr. C. Morton Lomax, Mr. E. Morton 
Lomax, Mr. Ernest Long, Mr. E. McLellan, Mr. H. 
McLellan, Mr. L. G. Mansfield, Mr. J. R. Maskell, Mr. F. 
Maxfield Mather, Miss M. E. Moore, Mr. M. Moustardier, 
Mr. W. G. Payne, Mr. J. A. Plumpton, Mr. G. Roby Pridie, 
Mr. F. A. Roberts, Mr. L. C. F. Robson, Mr. E. C. Saphin, 
Mr. N. K. Silver, Miss Mary Harris Smith, Mr. T. Holt Soul, 
Mr. R. H. Stafford, Mr. A. H. Stevens, Mr. William 
Strachan, Mr. W. G. Strachan, Mr. W. S. Warren, Mr. A. E. 
Webster, Mr. C. E. Wells, Mr. Richard A. Witty, Mr. A. C. 
Woodhead, Mr. Walter P. Norton, Solicitor; and Mr. A. A. 
Garrett, Secretary. 


The Prestvent called upon the Secretary to read the notice 
convening the meeting and the auditors’ report on the 
Society’s accounts for the year 1925. 


The Secretary (Mr. Alexander A. Garrett) read the 
documents referred to. 

The minutes of the 40th ordinary general meeting of the 
Society, held on May 12th, 1925, were read, approved and 
signed. 

TERMINATION OF GENERAL STRIKE. 

The Prestpent then requested the Secretary to read an 

official announcement which had just come to hand. 


The Secretary read the announcement as follows :— 


At a meeting with the Prime Minister at 10, Downing 
Street, Mr. Pugh announced on behalf of the General 
’ Council of the Trade Union Congress that the general 
strike is being terminated to-day. 
The following announcement on behalf of the General 
Council of the Trade Union Congress was also read :— 


In order to resume negotiations the General Council © 


of the Trade Union Congréss has decided to terminate 
the general strike to-day, and telegrams of instructions 
are being sent to the general secretaries of all affiliated 
unions. Members before acting must await the definite 
instructions from their own executive councils, 
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President’s Address. 


Ladies and gentlemen; I beg to move the adoption of the 
forty-first annual report and accounts of the Society for 
the year 1925, and it gives me considerable pleasure to submit 
to the members a satisfactory statement of the affairs of the 
Society. Last week I was called upon to decide as to whether 
this meeting should take place, and I came to the conclusion 
that it was in the best interests of the Society that we should 
carry on with our business, so far as it is possible to do so. 
I have, therefore, to offer my thanks to those members who 
are good enough to support me in the chair to-day. I shall 
_ have the support of Incorporated Accountants when I say that 
it behoves any man who has a public statement to make 
to-day to use language of moderation and restraint. The 
difficult events connected with the present crisis must and 
ought to be left entirely in the hands of Parliament and the 
Government of the day. I will, therefore, content myself by 
saying that it is the duty of every citizen to give his unqualified 
support to His Majesty’s Ministers in carrying on the govern- 
ment of the country, for which they and they alone are 
constitutionally responsible. 


I am glad to say that just before I came to this meeting 
I heard that the general strike had been called off. I hope 
that the spirit of good will may again re-assert itself, and 
I trust that an acceptable solution to the present difficulties is 
in sight, which will enable the country to recover as quickly 
as possible from the damage which its normal life and 
progress have sustained. 


Upon the economic as distinct from other issues which this 
dispute has raised, there is one conclusion which cannot be 
reiterated too often. It is that the only road to good wages, 
fair profits and economic contentment is through the largest 
possible product of industry. Hard work, efficient equipment, 
the highest organisation and mutual good will will bring us 
towards that goal; disputes and distrust to disaster. I trust 
this truth may be the accepted creed of all engaged in industry, 
whatever their work or position. 


This country lives by its foreign trade, which is entirely 
dependent upon the loyal co-operation of employers and 
workmen and all engaged in industry and commerce. Given 
that, we have no fear of the future. I earnestly suggest the 
settlement of industrial disputes should be entirely by process 
of law. Methods of conciliatian and arbitration, fortified if 
need be by new legislation, should be substituted for strikes 
and lock-outs, which disturb the national life, impair unity, 
and can only bring economic catastrophe. 


New Bouicprine ror Heap Orrice. 


A special committee of the Council have been actively 
engaged in preliminary negotiations and in formulating a 
tentative scheme of finance for the acquisition of a new 
building. 

You will be asked at an Extraordinary General Meeting, 
to be held immediately after this meeting, to give the 
Council additional powers to carry out financial arrangements 
for the scheme. I am not in a position to make a more 
definite statement at the present moment, but you may 
rely that this question is receiving the continued attention 
of the Council. 


EXAMINATIONS AND MEMBERSHIP. 


There was a substantial increase in the number of candidates 
who sat for the Society’s examinations in 1925. The number 
of entries for the current year continues to be at a satisfactory 
level. The figures contained in the report indicate that the 
standard required is a high one, and in the Final examination 


some 44 per cent. of candidates failed to satisfy the 
examiners. Our profession calls for capacity and ability of 
a high intellectual and practical order, of which the standard 
of examinations must be an appropriate index. 

The Gold Medal is awarded to Mr. Sydney Harold Bladon, 
of Nottingham, and the Silver Medal to Miss Gladys Elizabeth 
Mary Dodsworth, of York. I offer my congratulations to these 
candidates, and I would point out that this is the first occasion 
upon which one of the Society’s medals has been awarded to a 
woman candidate. 

In regard to membership, the Council look to Associates 
who are qualified in accordance with the Articles to make 
application for Fellowship. Fellowship is the highest rank 
in the Society, which I regard as an honourable privilege. 
I commend to my fellow members who are Associates in 
practice that they show their interest and appreciation in the 
Society by seeking promotion. 


Frnance anp Accounts. 


You will be pleased to see from the Revenue Account the 
surplus of income over expenditure for the current year 
amounts to over £6,000. This augmentation arises from 
an increase in income derived from the higher rates of 
subscription and entrance fees, as authorised by you, and a 
careful management of the Society’s resources by the Finance 
Committee of the Council. 


The Council have definitely allocated a sum of £10,000 
as a nucleus of a building fund, to which it is proposed 
to make additions from year to year from the balance of 
Revenue Account. 


CouncrL. 


I regret that during the past year the Council lost a valued 
colleague by the death of Mr. John Manger Fells, C.B.E. 
Mr. Fells was jointly responsible for the first work on 
“Cost Accounting” published in this country, and during 
the whole of his association with the Society had taken an 
active interest in its educational work. 


Two members of the Council resigned during the year. 
You will be asked at a later stage to fill the vacancies caused 
by the death of Mr. Fells and by these two resignations. 


Since the publication of the report, Mr. Joseph W. Blackham 
(Birmingham) has intimated that he does not desire to offer 
himself for re-election. The Council desire to record their 
appreciation of Mr. Blackham’s loyal service to the Society 
as a member of the Council for 22 years. This vacancy has 
not yet been considered, but will be dealt with in accordance 
with the provisions of the Society’s Articles. 


BrancuHes AND District Socrettes. 


I had the pleasure, in company with the Secretary, of 
accepting invitations to a number of meetings and functions 
organised by District Societies throughout the country. Many 
points of professional interest are now under the consideration 
of the Council and of representatives of District Societies. 


~ In the meantime I hope every Incorporated Accountant 
will associate himself with the Branch or local Society where 
there is one in his district. 


I consider there are two outstanding reasons which should 
appeal to members in this connection. First the need for 
every practitioner to keep up to date in professional know- 
ledge and practice, and secondly as a means of increasing the 
efficiency of the Society's organisation. - 


I am indebted to my Vice-President for having visited the 
Branches in Scotland and Ireland and the Belfast District 
Society. 
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Tue Proression 1n Sours Arnica. 

The South African Society of Accountants’ Bill was 
re-introduced into the Parliament of the Union of South 
Africa in 1925. For reasons stated in the report, the 
promoters, who were the various bodies of accountants in 
South Africa, withdrew the Bill. The withdrawal of this Bill 
has created a somewhat new position in South Africa as far 
as the accountancy profession is concerned. The Council 
have been in constant communication with the South African 
Committees, who zealously looked after the interests of 
Incorporated Accountants. In order to obtain closer contact 
with the South African Committees and to study the position 
at first hand your Council, in co-operation with the South 
African Committees, have been good enough to invite me as 
your President to visit South Africa to discuss the situation. 

I hope to leave for South Africa shortly, and trust that as a 
result of conference and discussion the link between the 
Council at home and the South African Branches may be 
further strengthened. 

The Society seeks no monopoly: it desires to maintain its 
position as a British Commonwealth body of accountants, 
and, as in the past, to extend its usefulness to the accountancy 
profession in the Dominions. I wou'd add an expression of 
appreciation of the loyalty of Incorporated Accountants in 
South Africa to this Society extending over a period of 
32 years when the original South African Committee was 
first formed. 


Bankruptcy anp Company Law Rerorm. 

Last year I referred’ to the report of the Bankruptcy 
Committee set up by the Board of Trade. I am pleased 
to state that the Lord Chancellor introduced into the House 
of Lords a Bill to amend the Bankruptcy Act, 1914. I have 
just heard that the Bankrup'cy Bill has now passed through 
all its stages in Parliament and only awaits the Royal Assent. 
The Bill has been based upon the provisions of that report. 


The principal object of the Bill is to minimise the losses 
sustained by the trading community in connection with 
bankruptcy and other insolvency, which in recent years have 
been enlarged by fraudulent, hazardous and speculative 
trading. I cannot go into the Bill in detail, but I should like 
to make one or two observations. 


A most important section provides that failure to keep and 
preserve proper books of account by a debtor shall be a 
misdemeanour in the case of a first bankruptcy ; formerly the 
penal clause was restricted toa second bankruptcy. There 
will therefore be a statutory obligation upon traders and 
manufacturers to keep books of account. It is interesting to 
note that the Bill defines what constitutes proper books of 
account. The books of account must exhibit or explain 
transactions and the financial position of the debtor; in 
particular there must be books containing entries in sufficient 
detail of cash received and paid, statements of annual stock- 
taking and of accounts of all goods sold and purchased, showing 
the buyers and sellers, except in the case of goods sold retail 
to the actual consumer. These provisions are of a salutary 
character and should be welcomed as a distinct improvement 
in our commercial organisation. The requirements, however, 
are of an elementary character and do not place any undue 
hardship on traders, who should be quite competent to keep 
the records required to comply with the provisions of the Bill. 


With regard to company law amendment, the report of the 
Company Law Committee should be published shortly, and 
will be of interest to Incorporated Accountants. Your Council 
entrusted me with the duty of placing the views of the Society 
before the Committee. My observations were directed to 
three principal aspects of company law and practice, 


first, to the simplification of procedure so far as seemed 
compatible with the proper protection of the public; and, 
secondly, to safeguarding more adequately the rights of 
preference shareholders. In my judgment they carry too 
large a burden of the risks and losses of company finance and 
share too little, or not at all, in its good fortune. Finally, I 
devoted my attention to the form of accounts. I suggested 
that a notable omission in the present law should be made 
good as follows, namely, that there should be a statutory 
obligation on public companies to issue to shareholders each 
year a balance-sheet showing definitely the position of the 
company under certain specified headings wel] recognised in 
the profession. I endeavoured to frame the suggested statutory 
form on such lines as would avoid criticism that, on the one 
hand, there was too much publicity, or, on the other, that 
too little information was afforded to shareholders. I believe 
that the certificates of auditors and the clear statement of 
balance-sheets are most valuable safeguards in commercial 
practice and contribute to sound and stable company finance. 


vu may refer to one other detail, namely, the inspection of 
securities. The submission to the Committee was that it is 
the duty of auditors to inspect securities whenever they are 
able to do so, except that a certificate from banks suggested 
to be authorised for the purpose by the Board of Trade should 
be acceptable, and that as regards securities held abroad the 
auditor should appoint his own agent. 


New LEGISLATION AFFECTING THE PROFESSION. 


Reference is made in the report to the new Acts which came 
into force on January Ist last. They are of a complicated 
and technical character, but certain portions affect the 
professional duties of Incorporated Accountants. I am glad 
that the London Students’ Society were able to arrange for a 
series of three important lectures by Mr. Ronald Roxburgh, 
dealing with the duties of Incorporated Accountants as affected 
by these Acts. 


Your Council has taken legal opinion as to sect. 14 (2) (a) 
of the Trustees Act, 1925, and sect. 27 (2) of the Property 
Act, 1925. These sections prescribe in general terms that in 
a disposition of trust for sale of land, the proceeds shall 
not be paid to fewer than two persons as trustees. The point 
at issue is as to the need of two, instead of one trustee, in 
these circumstances. The Council are advised that liquidators 
and trustees in bankruptcy are not affected by this clause, 
but that trustees under deeds of assignment come within the 
scope of its provisions. A Law of Property (Amendment) 
Bill is now before Parliament. Opportunity has therefore 
been taken to address a communication tothe Lord Chancellor 
submitting that a suitable amendment regarding the fore- 
going matter be introduced into the new Bill. It is felt 
that the present law as to the need for two trustees, where 
land is involved, is extremely onerous upon a trustee 
and an unnecessary charge upon estates dealt with under 
deeds of assignment. 


Income Tax Practice. 


Incorporated Accountants have noted with interest the 
intention of the Chancellor of the Exchequer to make the 
basis of assessment under Schedule D the profits of the last 
preceding year, instead of the average of three years as at 
present. This alteration in income tax practice follows the 
recommendation of the Royal Commission on Income Tax 
in 1920. The evidence given by the Society before the 
Commission was to that effect. I think that the new 
arrangement will tend to simplify income tax practice, and 
I hope any hardship arising may be mitigated by the power 
to carry forward losses. At the same time I am not sure, in 
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view of the difficult times through which we are passing, 
whether the business community will regard the proposal 
with unqualified satisfaction. 

We await with interest the introduction of the Finance Bill 
for the year to see whether provision is made for the year of 
assessment for super tax being made cgincident with that for 
Schedule D. 

Lonpon CHAMBER OF CoMMERCE. 

It will be a matter of pleasure to all Incorporated Accountants 
to read that Sir James Martin, who has represented the 
Society on the Council of the London Chamber of Commerce 
for many years, was elected in 1925 President of the Chamber 
by the unanimous vote of the members. 

I regard this as a signal mark of recognition to the valuable 
services Sir James Martin has rendered to the commercial life 
of the City of London, and it is a source of satisfaction to all 
Incorporated Accountants that one of their leading members 
has been elected to that responsible office. 


GovEeRNMENT AccouNTING. : 

The attention of the Council was drawn to the decision of 
the Army Council to disband the Corps of Military Accountants 
and the abandonment of a proper system of costing accounts 
in the Army which had been set up subsequent to the war. 
The Council could not view such a decision without 
apprehension, because they believe that accountancy is an 
important instrument in the pursuit of national economy. 
The Council, therefore, passed appropriate resolutions in that 
behalf and further submitted that due regard should be given 
to the rights of members of the Society who had served with 
the Corps of Military Accountants. 

I am pleased to note that the Air Ministry have approved 
a scheme for the appointment of suitably qualified men to 
become accounting and stores officers in the Royal Air Force. 
In making such appointments the Air Ministry are prepared 
to give special consideration to candidates holding proper 
accountancy qualifications. I need not add that this proposal 
commends itself to my Council and that I believe these 
officers, some of whom have already been appointed, will 
contribute substantially to the efficient organisation of the 
Royal Air Force. 

Concivsion. 

I have now completed three years of office as President of 
the Society. My long association with the Society as a 
member of the Council has culminated in three years of happy 
activity as your President. I am glad to feel that during my 
term of office the Society has made substantial progress. I 
am indeed grateful for the co-operation of my Vice-President 
and other colleagues on the Council and the cordial support 
of members of the Society, both at home and overseas. 

The past three years have been characterised by an 
increasing call upon the services of the Society for evidence 
in relation to commercial and financial matters. I regard 
this as a most important branch of the work of Incorporated 
Accountants in their collective capacity. It reflects the first 
hand knowledge of members gained in the conduct of practice, 
and is indicative of the position of the Society as a repository 
of valuable experience, which can be placed at the disposal of 
the community. j 

When three years ago my colleagues on the Council 
conferred the honour of electing me President of the Society, 
I had misgivings as to my being able to give the time and 
attention which the office demanded both in London and in 
different parts of the country, especially having regard to the 
calls and strenuous life of a single handed practice. 

If I have achieved any measure of success as your President, 
the credit is due to the advice of Sir James Martin, to the 


untiring zeal and industry of the Secretary, Mr. Garrett, and 
to the work and courtesy of his staff. 


I shall hand on to my successor an office of privilege, of 
opportunity, and I believe of ever increasing responsibility. 
I shall do so with the utmost confidence, and I have only 
to assure him in your name that the loyal support given to 
me will be accorded to him in his labours. To this assurance 
I would add my thanks to the members for their co-operation . 
and my confidence in the future of Incorporated Accountants. 


Mr. Tuomas Keens (Vice-President): Mr. Chairman, ladies 
and gentlemen; I suppose all of us have to hurry in these times 
in regard to the arrangements we have to make to get away from 
the City when once we have come up. Therefore, seeing that we 
have an extraordinary general meeting to follow this one, I do 
not propose to offer any observations, although the President’s 
report suggests certain very fruitful lines of discussion. I 
will therefore content myself with formally seconding the 
motion. 

‘Discussion. 

Mr. Ricnarp A. Wirry (London) said he was sure that all 
the members present would have listened with very great 
pleasure to the address which the President had just delivered, 
an address which covered matters of national—and, indeed, 
he thought they might say international—interest, as well as 
many matters of purely domestic concern. Following the 
remarks of the Vice-President, the time was unfortunately 
not altogether opportune for discussing some of those matters 
with that degree of detachment which would have been 
possible in more normal times, but he was quite sure that all 
the members of the Society, those present and those absent, 
would agree with him in congratulating the President and 
the Council on the very definite progress the Society had 
made during the year 1925, as evidenced by the report and 
accounts and also by the Presidential address. (Hear, hear.) 
The very substantial increase in the surplus of income over 
expenditure was, he thought, a matter for very considerable 
satisfaction. At the same time he would suggest that that 
surplus was not to be measured simply in terms of pounds, 
shillings and pence, but coald be taken as a measure of the 
willingness of the general body of members of the Society to 
support the President and Council in whatever they might 
think it necessary to do in order to see that the executive 
work of the Society was carried on in a fitting manner. 
Having regard to the very exceptional news which was 
read at the opening of the meeting, which interested 
them all so much in the present emergency, it was not 
desirable to debate any matter at length, and perhaps it 
would not be wise to do so, especially on a subject that one 
side described as industrial and another side as political ; 
but he did think, as a body of accountants, they might 
perhaps be permitted to pay a tribute to the extraordinary 
manner in which the members of the community had risen 
superior to the difficulties with which they had been faced 
in carrying on their business. That had come home to him 
particularly in connection with the examinations. When 
he had the pleasure of presiding at the examination hall one 
day, he gathered from the secretary that out of 112 candidates 
due to sit for the Final, only four or five were absent, and 
for the Intermediate London Centre, out of 145 candidates 
who were due, only one was absent. That showed that the 
next generation of Incorporated Accountants did not intend to 
be baulked in the attainment of their ambition. (Hear, hear.) 
And that called to their minds the death of their dear old 
friend, Mr, J. M. Fells. He (the speaker) was sure that 
every one on his side of the table would endorse the 
remarks made by the President with reference to Mr. Fells. 
His death was a very distinct loss to the Society. 
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(Hear, hear.) The only other point he wished to draw 


attention to was the remark which fell from the President, 


with regard to Sir James Martin. He noticed when Mr, Pitt 
referred to the election of Sir James Martin as President of 
the London Chamber of Commerce he did not mention the 
fact that Sir James had been elected to that high office for 
a second period. (Hear, hear.) He was wondering how 
far their pride in that fact was going to extend. Was 
it going to stop merely at a statement in the Presidential 
address, or were they going to support Sir James by 
becoming members of the London Chamber of Commerce ? 
He admitted he was a sinner in that respect until about a 
year ago, probably through thoughtlessness, but now he did 
seriously suggest to the London members of the Society, and 
particularly to the practising members, that they should 
definitely ally themselves with the London Chamber of 
Commerce by taking up membership. If they did that, they 
would not only be supporting the Chamber, an extremely 
important body, especially at the present time, but they 
would be giving support and pleasure also to Sir James. He 
sincerely hoped that all those present who applauded the 
President’s reference to Sir James’ election would be 
members of the London Chamber of Commerce within the 
next few days. (Applause.) 

The resolution was then put to the meeting and ented 
unanimously. . 
Tur Gouncn. 

Mr. A. E. Woopineron said it was his very great pleasure 
to move the re-election of the retiring members of Council, 
viz:—London: Mr. Arthur Collins, Sir James Martin, J.P., 
Mr. Henry Morgan; Provinces: Mr. Duncan Edward 
Campbell (Wolverhampton), Mr. Charles Hewetson Nelson, 
J.P. (Liverpool), Mr. Arthur Edwin Piggott (Manchester), 
Mr. Arthur Herbert Walkey (Dublin), Mr. Feather Ogden 
Whiteley, O.B.E. (Bradford). These gentlemen, he said, had 
done yeoman service to the Society as members of the Council. 


Colonel James Grimwoop seconded the motion, and it was 
carried unanimously. 

The Presipent said he had very great pleasure in proposing 
the election of the following members of the Society as 
members of the Council, viz:—London: Mr. Edward Cassleton 
Elliott (Cassleton Elliott & Co.), Fellow in Public Practice, 
4/6, Throgmorton Avenue, London, E.C.2; Mr. Walter 
Holman (Holman, Foxcroft and Jackson), Fellow in Public 
Practice, 11, Queen Victoria Street, London, E.C.4. 
Provinces: Mr. Ralph Thomas Warwick (W. T. Walton and 
Son), Fellow in Public Practice, 3, Scarboro’ Street, West 
Hartlepool, Stockton-on-Tees and London. The three 
gentlemen named, the President said, were distinguished 
members of their Society, and he believed their election 
would be a source of strength to the Council. 


Mr. Henry Morean seconded the resolution, and it wag 
unanimously adopted. 

AvpiTors. 

Mr. W. D. Exaar proposed the following resolution: ‘‘ That 
Mr. Robert Heatley, Incorporated Accountant (Manchester), 
and Mr. Henry John Burgess, Incorporated Accountant 
(London), be re-elected Auditors of the Society at a remunera- 
tion of twenty guineas per annum, Mr. Heatley’s travelling 
expenses to be paid in addition.” 

Mr. G. R. Priv (London) seconded the resolution, and it 
was agreed to unanimously. 


THanes To PRESIDENT. 
Sir James Martin: Ladies and gentlemen; I think it isa 


very happy omen that just as we were meeting to review the 
annual events of this Society we received the news of the 


termination of the general strike. (Hear, hear.) It seems 
to me that that is a matter for satisfaction but not for 
rejoicing, because now we have the opportunity as business 
men of sitting down together to see what really can be done to 
terminate the disastrous state of affairs in the coalfields. I 
should like to thank the President, and also Mr. Witty and 
everyone of you here present, for the kindly references made 
to my Presidency of the London Chamber of Commerce, and 
I can assure you that no man is more relieved than I am by 
the news that has just come through. The resolution I have 
to put before you is a vote of thanks to our President. It is 
couched in formal language: That the members of the Society 
in general meeting assembled desire to convey to Mr. George 
Stanhope Pitt their best thanks for the able services rendered 
by him as President for a period of three years, and that 
the foregoing resolution be suitably inscribed and presented 
to Mr. Pitt on behalf of all the members of the Society. 
(Applause.) In the ordinary way this would mark the 
termination of Mr. Pitt’s period of office as President, as it 
has been the practice to elect the new President immediately 
after the annual meeting. But I think most of you know that 
we have some further services for Mr. Pitt to perform, and 
I am quite certain that he will perform those services with 
the same zeal and ability that he has displayed in the 
discharge of his duties as President during his term of office. 
On your behalf I express to him the indebtedness of every 
one of us for all that he has done, and offer him our good 
wishes for the future. (Applause.) I beg to move the 
resolution. 


Mr. A. E. Wooptneron : I have much pleasure in associating 
myself with the remarks of Sir James Martin and in seconding 
the resolution. 

The resolution was carried with acclamation. ~~ __, 


The Presipent: Sir James Martin, ladies and gentlemen ; 
I beg to return you my sincere thanks for the vote of thanks 
you have just passed, which was proposed by Sir James Martin 
in all too generous terms. I can only say once more that 
your thanks are really due to the Council, to Sir James Martin, 
and to the Secretary rather than to me, Without their untiring 
efforts it would have been impossible for me to conduct the 
affairs of your Society. We will now proceed with the 
business of the extraordinary general meeting. 


EXTRAORDINARY GENERAL MEETING. 


An extraordinary general meeting of the Society was then 
held for the purpose of considering and, if thought fit, passing 
with or without modification the following resolutions in the 
manner required for the passing of extraordinary resolutions :— 


Resolutions. 
1.—That the Memorandum of Association of the Society be 
altered by adding in Clause 3 after sub-sect. (g) the following 
new sub-section :— 

(gg) “To borrow or raise or secure the payment of money 
and in particular by the issue of debentures or 
debenture stock, perpetual or otherwise, charged 
upon all or any part of the undertaking, revenue 
and property of the Society (present or future) and 
to purchase, redeem or pay off any such securities.” 

2.—That the Articles of Association of the Society be 

altered in the following manner, namely :— 

(a) By substituting for sub-sect, (i) of Article 61 the 
following new sub-section :— 

(i) They may raise any loan or loans in such 
manner upon such security and on such terms 
as they shall think fit, and may issue any 


6 a $238 
. Pe ——_—( kell 
, and ee | 
ee 
ze, of 
ility. 
only 
en to | 
ance 
ation . 
ants. | 
dies 
imes 
from 
at we 
Ido 
ent’s 
ae | 
the 
t all 
reat 
red, 
leed, 
ll as 
the 
itely 
tters | 
been | 
t all 
ent, 
and 
had 
and 
ar.) | 
over 
able | 
that 
nds, 
the 
y to 
ight 
tive 
ner. —e 
— a 
sted 
not 
s it 
one | 
al ; 
ght 
ary 
sen 
ced 
im 
hen 
one 
ites 
und 
ites 
the 
| to 
.r.) | 
old 
the 
ty. 


824 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(June, 1926. 


debentures or debenture stock to secure the 
same and any debentures may be made payable 
to bearer and may have coupons attached 
representing the interest payable in respect 
thereof. 


(8) By deleting in Article 5 the words ‘‘is a British 
subject and,” in Article 6 the words ‘a British sub- 
ject and,” and in Article 13 the words and brackets 
** (being British subjects).” 

(c) By deleting in Article 111 the words ‘‘and not more 
than twenty-one days’’ and by adding at the end 
of that Article the following words :—‘‘ Whenever it 
is intended to pass a special resolution the two 
meetings may be convened by one and the same 
notice and no objection shall be taken on the ground 
that the notice only convenes the second meeting 
contingently on the resolution being passed by the 
requisite majority at the first meeting.” 

(p) By inserting in Article 126 between the words ‘‘ time 
for holding the general meeting” and the word 
‘‘whereat ” the following words ‘‘or adjourned 
meeting.” 

It was agreed to take the notice convening the meeting 
as read. 


The Prestpent: Ladies and gentlemen: I now oe to move 
the adoption of the resolutions providing for the additions and 
amendments to the Memorandum and Articles of Association 
of the Society, as set out in the notice convening this extra- 
ordinary general meeting. I will deal with the alterations 
seriatim. Before doing so, however, I would express regret 
that owing to the present emergency the attendance of members 
is not as wide as was looked for, and as the Council desire to 
have full support in making these alterations, it is proposed 
to hold the confirmatory meeting at a later date, when it is 
hoped circumstances will be more normal and travelling 
facilities will be such as to enable members who wish to be 
present to attend without difficulty. 


With regard to the addition to Ciause 3 of the Memorandum 
and substituted Article 61(i), our légal advisers pointed out 
to the Council that it was necessary to provide for borrowing 
powers of the Society. The Council desire this power in order 
that they may deal more effectively in negotiating for the 
purchase of a site or building for the Society’s new home. 
When this has been secured the Council will be enabled to 
approach the members in such a manner as will enable them 
to carry out the object in view. Should you sanction the 
addition to the Memorandum, application will in due course 
be made to the High Court for confirmation of this addition 
to the objects of the Society. 


I now come to the deletion of the words ‘is a British 
subject” in Articles 5,6 and 13. This restriction in regard to 
membership was placed in the Articles in 1918, just before the 
conclusion of the war. The words were inserted to meet 
the circumstances of that time, but it is the opinion of the 
Council that the Articles in this respect should now revert to 
the form in which they were prior to 1918. There are a 
considerable number of Incorporated Accountants practising 
and occupying highly responsible positions in foreign countries, 
and the Council have good reason to believe that the deletion 
of these words will be in the particular interests of those 
members and will facilitate the employment abroad of 
Incorporated Accountants. There is no intention on the part 
of the Council to alter the traditional character of the Society 
as a British Commonwealth body of Accountants, and ample 
power remains with the Council under the Articles to deal 
with all applications. 


The alterations suggested in Article 111 will enable an 
extraordinary general meeting and the confirmatory meeting, 
when a special resolution is desired, to be convened by one 
and the same notice. This will save both time and expense 
and, I am sure, will meet with your approval. 


The alteration proposed in Article 126 is purely formal, and 
is to enable proxies to be obtained for the purposes of an 
adjourned general meeting, as well as for a general meeting. 
I will now move resolution No. 1 as set forth in the notice. 


Mr. Krens: I beg to second the resolution, and I do nut 
think it requires any words from me. We are advised by the 
Society’s Solicitors that certain words are necessary in the 
Articles in order to carry out a certain scheme that we have 
in hand. With regard to the confirmatory meeting, the 
President and Vice President will agree a date for that when 
they can arrange for the attendance of provincial members of 
Council. I think it is desirable that one should say that, 
because this meeting to-day is composed overwhelmingly of 
London Members, those in the provinces being prevented 
from attending. 


Mr. E. C. Frvtason (London) said he had written a letter to 
the Society and had asked that it should be read to the 
meeting, but evidently the President had not thought fit to do 
so. The point was with regard to the introduction of alien 
members. 


The Prestpent: You are not speaking on the first 
resolution now. 


Mr. Fintason: Pardon me; I thought they were both 
before the meeting. 


The Prestpent: If no one wishes to speak on the first 
resolution I will put it to the meeting. 


The resolution was carried unanimously. 


The Prestpent: I now move resolution No. 2 which is 
sub-divided into paragraphs (a), (8), (c) and (p). The 
resolution is as stated in the notice. 


Mr. Keens: I second that. Is it necessary, Mr. President, 
to take these clauses separately? Sub-section (a) is obviously 
a corollary of the resolution we have just passed, and we 
might get that out of the way if possible. The only possible 
point of difference arises under (s). I ask for your ruling, 
Mr. President, because I remember that the last time we 
attempted to, and did in fact, alter the Articles, when the 
first speaker addressed himself to one paragraph, it was 
immediately answered by another speaker dealing with 
another paragraph. I am going to assume that the argument 
is going to centre around the point that one of our members 
has just raised—that is admitting alien members, as he put it— 
and I want to suggest to you that a matter of this description 
would not have been put before the members without the 
most careful consideration on the part of the Council and 
without the very best reasons for doing so. I am in some 
doubt as to bow far I can go in giving you all the reasons 
which make this necessary, but I may perhaps best sum it up 
in this way. The Society has communications from the 
Foreign Office with reference to the status of our members 
abroad, and the point has arisen on a number of occasions as 
to whether our ranks are open to receive as members citizens 
of certain countries when it comes to the point of protecting 
the interests of our own men in those countries. At the 
present time it is of vital importance to Incorporated 
Accountants in certain countries of the world that the bar 
which is at present on our books against citizens of that 
country theoretically should be removed. You may take it as 
a fact that there are infinitely more practising members of 
the Incorporated Society practising in foreign countries than 
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there are citizens of foreign countries practising in this 
country, and unless we are prepared to give up being able to 
maintain a very large number of our members in one country, 
we are bound to face the fact of having to admit not more, 
apparently, than half a dozen—make them eligible, not 
necessarily admit them. That is the broad reason of policy 
which has made the Council bring these resolutions before 
you, and you may take it from us that this has not been done 
until we were absolutely assured of the necessity for doing it, 
in order to protect our own members in other countries. There 
is a second point which appeals to me, of course, and that is 
this: that when we put this embargo on, we put it on at a 
time when we were at war. Since that time the Legislature 
of this country has been clearing away all war legislation, 
and in that respect we have only followed them. That is my 
individual opinion, but I think it may be taken to be the 
consensus of opinion of the whole Council. 


Mr. Frytason said he was not at all convinced of the 
argument in favour of allowing the introduction of alien 
membership. Numbers of members did not count. Assuming 
there were only six, he would suggest—and he was one of 
those who considered that the diplomas of the Incorporated 
Society and of the Chartered Institute were infinitely better 
than any diplomas of the same type granted by any society 
throughout the world—reciprocity meant equality, and he 


did not think they should sell their birthright to introduce 


aliens for the purpose of protecting half a dozen members. 
The name of the country had not been mentioned, but we had 
** kow-towed ’’ to that country fora long time. He contended 
that if this resolution were passed it would be selling the 
birthright of the Society. The present state of emergency in 
Great Britain was absolutely due to alien influence, and he 
thought it behoved the Society to do all it possibly could, even 
to the detriment of half a dozen members, to keep the British 
flag flying and maintain their rights. He would say farther 
that it was essentially a matter for the Government to legislate 
to protect Britons abroad. With all respect to the Council, he 
was absolutely opposed to this proposal. He had not heard 
one single reason why the Society should go out of its way 
to admit foreign competition, for that was what it came to. 
“There should have been a referendum of the whole of the 
members of the Society before a drastic alteration like this 
was suggested. It was not in order, he supposed, to propose 
such a resolution, but he suggested respectfully to the Council 
that this matter be deferred and that it be placed before the 
members as a body by way of a referendum, so that they 
might not injure the Society by the introduction of alien blood. 


Mr. A. E. Wessrer (London) said he did not think the 
member who had just spoken realised that withdrawing 
certain verbal words from their Articles did not necessarily 
imply that the Council were out to import alien blood into 
the Society. Surely they could relieve their minds to a 
certain extent by withdrawing words that were capable of a 
harmful reading or meaning, and leave it to the judgment 
of the Council to exercise discretion in the same way that 
they did in all other matters connected with the Society, and 


with the same wisdom that they had shown hitherto. 


Personally, he did not think that the alteration of a few words 
meant that they were going deliberately to introduce foreign 
elements into the Society. They were merely proposing to 
take out certain words that were capable of a certain 
construction, and members could surely trust the Council to 
guard them in the same way as they had always done. 


The Prestpent said that in proposing this alteration they 
were following the example of other learned societies, and to 
him it was simply a question of reciprocity. Their members 
were practising in foreign countries, and in those countries an 


Incorporated Accountant had a certain standing which enabled 
him to be at once admitted into the highest circle of the 
accountancy profession in those foreign countries. If this 
Society were to say ‘‘ Yes, our members shall go throughout 
the world and practise and join associations of accountants 
in other countries, but we will have no foreigners over here,” 
they could easily see that such a position would be extremely 
damaging to some of the members of the Society who where 
practising abroad. He might say that, so far as he was aware, 
they had received no applications from foreigners of any 
description to join the Society at the present moment, and in 
putting forward this alteration in the Articles they were merely 
endeavouring to protect the interests of their members 
throughout the world. It should be recollected that they 
were a world-wide organisation. , 


Mr. G. R. Pripre (London) said he was one of the members 
of the Society who, when the proposal came into his hands, 
took strong objection to the alteration they were now 
discussing, and he had written to the Secretary to that effect. 
Since then he had had an opportunity of a conversation with 
Mr. Garrett, and they had had that day both their President 
and Vice President giving them a very strong reason why the 
Article in question should be altered, and sitting there, thinking 
it over, it seemed to him that all that was happening was that 
from the date of the incorporation of their Society up to 1918, 
about 33 years, they carried on without this restriction at all, 
and it was only in consequence of the war that it was intro- 
duced. All that the Council was doing now was asking them 
to go back to where they were. He had ascertained that their 
sister Society, the Chartered Accountants, had no such 
restriction at all and never had any. He gathered that the 
policy of the Council would be not so much to admit foreign 
candidates for examination, but men fully qualified in 
foreign countries who were members of recognised organisations 
abroad—that they should have the same facilities in England 
as the Society’s men could have in those countries. Per- 
sonally, his objection to this alteration had certainly been 
over-ridden and he would support the resolution now before 
the meeting. . .* 


The resolution was then put to the meeting and carried 
unanimously. Py 


The proceedings terminated. 


4lst ANNUAL REPORT. 


The Council have pleasure in submitting to the members 
their 41st Annual Report. 


New Memsers Evecrep. 


During the year 1925 the names of 307 new members 
were entered upon the Society’s roll, and 56 Associates were 
advanced to the degree of Fellow. At the dates of election 
they were resident in the following countries :— 
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The figures for the past three years are as follows:— _ 
1923. 1924. 1925. 

New Members elected .. - 339 363 307 
Associates elected Fellows < 44 147 56 


Numser or Members on THE Row at Ciose or YEAR. 

The total number of meiubers on the roll on December 31st 
last was 4,435, and consisted of 1,267 Fellows, 3,165 Associates 
and 3 Honorary Members. Two Fellows also held rank as 
Honorary Members. 

Osrruary. 

The Council regret that the deaths of 29 members (16 Fellows 
and 13 Associates) were notified in 1925. 

During the year the Council lost by death a valued colleague, 
Mr. John Manger Fells, C.B.E., who was elected a Fellow of 
the Society in January, 1902, and became a member of the 

‘Council in 1920. Mr. Fells was an Examiner of the Society, 
and one of the first writers on Cost Accounting. He also 
rendered valuable service to the Incorporated Accountants’ 
Students’ Society of London, of which he was President 
during the years 1910 and 1911. 


ExXaMInaTIons. 

The number of candidates at the Preliminary, Intermediate 
and Final examinations was 1,518, of whom 844 passed and 
674 failed. 

The following are the comparative figures for the past 
three years :— 


Total. Passed. Failed. 
1923 .. = 1,500 918 582 
1924 .. ee 1,457 888 569 
1925 .. ee 1,518 844 474 


Prizes and Honours Certificates were awarded to the 
following candidates :— 


Frvat Examination. 
Ist Certificates of Merit— 
Bladon, Sydney Harold, A.S.A.A., Nottingham (May, 1925) 
(Prize). 
Dodsworth, Gladys Elizabeth Mary, A.S.A.A., York 
(November, 1925) (Prize). 


2nd Certificates of Merit— 
Davis, Herbert Edward, M.C., A.S.A.A., Aldershot (May, 
1925) (Prize). 
Elliott, Stanley James, A.S.A.A., Sunderland (November, 
1925) (Prize). 
3rd Certificates of Merit— 
Adams, William, A.S.A.A., Chesterfield (May, 1925). 
Hawkins, Leonard Cecil, A.S.A.A., London (November, 
1925) (Prize). 
4th Certificates of Merit— 
Wallis, Stanley Ivan, A.S.A.A., Nottingham (May, 1925). 
Gower, Henry Herbert John, A.S.A.A., London (November, 
1925). 


5th Certificates of Merit— 
Crick, David Norman, A.S.A.A., London (May, 1925). 
Rowden, Frank Vivian, Leeds (November, 1925). 


6th Certificate of Merit— 
Layton, Harold Leslie, London (May, 1925). 
Colton, Thomas, A.S.A.A., Manchester (November, 1925). 


7th Certificates of Merit— 
Pope, Leonard Ruskin Sextus, A.S.A.A., 
1925). 
Wilks, David James, A.S.A.A., Merthyr Tydfil (November, 
1925). 


8th Certificate of Merit— 
Woods, Joseph John, A.S.A.A., London (May, 1925). 


London (May, 


INTERMEDIATE EXAMINATION. 
Ist Place Certificates— : 
Saxton, Clifford Clive, Barnsley (May, 1925) (Prize). 
Aveyard, Charles Henry, Leeds (November, 1925) (Prize). 


2nd Place Certificates— 
Howes, Philip Dennis, Birmingham (May, 1925) (Prize). 
Adams, Kenneth, London (November, 1925). 
(Disqualified for Prize by age limit.) 


3rd Place Certificates— 
Lewis, Vernon Howard, Newport (Mon.) (May, 1925). 
Masters, Charles Lionel, Norwich (November, 1925) (Prize) 


4th Place Certificates— 
Carlisle, Charles Frederick, Nottingham (May, 1925). 
Lock, Frederick William Edward, London (November, 1925). 


5th Place Certificates— 
Binns, Wilfred Leslie, London (May, 1925). 
Cope, Ivor John, Doncaster (November, 1925). 


6th Place Certificates— 

Nunnerley, Stanley Herbert, saints (May, 1925). 

Light, Dennison George, London (November, 1925). 
Wright, Richard Cecil, B.A., LL.B., Leeds (November, 1925). 


8th Place Certificate— 
Munn, James Arthur, Birmingham (November, 1925). 


PreLiminaRy Examination. 
Ist Place Certificate— 
Harrison, Henry William, London (May, 1925). 
(Disqualified for Prize by age limit ) 
2nd Place Certificate— 
Milne, George Dotchin, Newcastle-on-Tyne (May, 1925). 
(Disqualified for Prize by age limit.) 
3rd Place Certificate— 
Roberts, Edward Charles James, London (May, 1925) (Prize). 


Goutp AnD Sitver Mepats. 
The Council have awarded the Society’s Medals for 1925 
as follows :— 
Gold Medal to Sydney Harold Bladon, A.S.A.A., 
Nottingham. 
Silver Medal to Gladys Elizabeth Mary Dodsworth, 
A.S.A.A., York. 


” The Council desire to record that this is the first occasion 


upon which one of the Society’s Medals has been awarded to 
a woman candidate. 


FortietH ANNIVERSARY CELEBRATIONS. 


By kind permission of the Right Hon. the Lord Mayor, a 
dinner was given by the Society at the Mansion House, 
London, in October last to celebrate the Fortieth Anniversary 
of the foundation of the Society. The chair was occupied by 
the President, Mr. George Stanhope Pitt, who was supported 
by members from all parts of the country. Among the guests 
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were the Right Hon. Viscount Cave, G.C.M.G. (Lord Chancellor 
of England), the Right Hon. Lord Olivier, K.C.M.G., the 
Right Hon. Lord Inverforth, Mr. J. 8. Smit (High Com- 
missioner for South Africa), Sir Burton Chadwick, M.P. 
(Parliamentary Secretary to the Board of Trade), Mr. W. W. 
Paine, the Right Hon. Lord Askwith, K.C.B., K.C., Mr. 
Stanley Machin (President of the Association of British 
Chambers of Commerce), and leading representatives of the 
public, professional and commercial life of the City of London, 
A vote of thanks was forwarded to the Lord Mayor (Sir Alfred 
L. Bower), for his kindness in granting the use of the Mansion 
House to the Society. 5 


Acquisition or New Buripine ror Heap Orrice. 

The Special Committee of the Council appointed to deal 
with this matter have initiated negotiations to obtain suitable 
premises. The Council are not yet in a position to make an 
announcement, but when negotiations have reached a more 
definite stage a communication will be made to the members. 


Sourn Arrican Society or Accountants’ Buu. 

The South African Society of Accountants’ Bill was re- 
introduced into the Parliament of the Union of South Africa 
during the Session of 1925, and continued in the Committee 
stage. The effect of amendments embodied in the Bill entirely 
altered its original character, and the promoters decided to 
withdraw the measure. The Council have been in constant 
‘communication with the respective Committees in South 
Africa regarding the professional position. The Council have 
to record their appreciation of the co-operation and advice 
of the South African Committees (Western and Eastern 
Branches). 

Bankruptcy Law Rerorm. 

Following the issue of the report by the Departmental 
Committee of the Board of Trade in 1924, a Bill has been 
introduced into Parliament during the current Session, giving 


effect to the major recommendations of the Committee. In |. 


the Bill, as introduced, it is provided inter alia that failure to 
keep and preserve proper books of account in the case of a 
person adjudged bankrupt, or in respect of whose estate a 


receiving order has been made, shall be guilty of a mis- 


demeanour in a first bankruptcy. The Council regard this as 
an important provision, and should lead to improvement in 
the keeping of accounts and to the avoidance of unnecessary 
insolvency or fraudulent bankruptcy. The books specified 
in the Act, and the statutory duties prescribed in regard to 
stocktaking and cash, are of an elementary character, and 
should not impose any hardship on small traders. 


Companies Acts ComMITTEE. 

The Committee on the Companies Acts, set up by the 
President of the Board of Trade, is in course of preparing its 
report as to what amendments are desirable in the Companies 
Acts, 1908-1917. Evidence was tendered to the Committee 
on behalf of the Society by the President, Mr. George 
Stanhope Pitt. 


New Lxeistation AFFEcTING THE PROFESSION. 

The attention of members of the Society has been drawn in 
the Incorporated Accountants’ Journal to new legislation 
which came into force on January Ist, 1926, relating to the 
Administration of Estates, Trustees, Land Charges, and 
Property. Lectures on those portions of the new Acts affecting 
the duties of Incorporated Accountants were given before the 
Incorporated Accountants’ Students’ Society of London, and 
have been published. 

The Parliamentary Committee of the Council have under 
consideration certain clauses in the Acts affecting the Rights 
and Duties of Trustees. 


GoveRnmENT ACCOUNTING. 

The Council have passed Resolutions regretting the decision 
of the Army Council to disband the Corps of Military 
Accountants, and to abandon the system of proper Financial 
Accounts and Cost Accounting in the Army, set up sub- 
sequently to the war. The Council consider that the action 
of the Army Council does away with an important instrument 
in aid of true economy and is calculated to have a detrimental 
effect upon improved accountancy in Government Departments. 


INTERNATIONAL AccouNTANTs’ ConGcRess, AmsTERDAM, 1926. 


An invitation from the Committee of the Internationa) 
Accountants’ Congress, to be held in Amsterdam in July, 
1926, has been accepted by the Council on behalf of the 
Society. Several members will attend, two of whom, Mr. 
C. Hewetson Nelson and Mr. F. Ogden Whiteley, have by 
invitation prepared papers for submission to the Congress 
for discussion. 


Lonpon CHAMBER oF COMMERCE. 


The Council are pleased to record that Sir James Martin, 
who has represented the Society on the Council of the London 
Chamber of Commerce for many years, has been elected by 
the unanimous vote of the members, President of the 
Chamber, he having previously filled the office of Chairman 
of the Council from 1918 to 1921. 


MEMBERSHIP OF THE SocrETY In AUSTRALIA. 


Consideration has been given to representations made by 
Mr. Arthur Baillieu, President of the Victorian Division, 
regarding the Society’s membership in Victoria. The Council 
are indebted to Mr. Baillieu for the information and advice 
afforded to them during his visit to England. 


ScoTLaNnD AND IRELAND. 


The Vice-President paid a visit to the Scottish Branch, 
and also to the Belfast District Society of Incorporated 
Accountants, and was entertained by the members in each 
centre. He also conferred with the respective Committees in 
regard to matters affecting the profession in Scotland and 
Northern Ireland. 


District Soctretizs. 


The President, Vice-President and Secretary accepted 
invitations to a number of meetings and functions organised 
by the District Societies throughout the country. An 
additional District Society has been formed in North Stafford- 
shire, the activities of which are mainly supported by the 
Society’s members practising and resident in Stoke-on-Trent. 


Conferences of representatives of District Societies with 
members of the Council were held in May and October. A 
Committee of representatives of District Societies was appointed 
to consider and report upon certain propvsals for the improve- 
ment of District Society organisation. 


DiscipuinaRy Matters. 


The Disciplinary Committee censured a member of the 
Society in respect of his conduct in signing accounts and 
forms for income tax purposes while not in practice. This 
Committee also took into consideration a complaint against 
a Fellow that his firm had given a certificate, appearing in a 
company prospectus, containing an estimate of future profits. 
The member was censured for his action in the matter, and 
he gave an undertaking to the Committee in regard to his 
future conduct. 
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EXAMINERS. 


The Council have appointed Mr. Richard A. Witty, F.S.A.A., 
London, as an Intermediate Accountancy Examiner, in the 
plice of the late Mr. J. M. Fells, C.B.E. Mr. Roland 
Burrows, M.A., LL.B. (Cantab.), LL.D. (London), has been 
appointed Legal Examiner in the place of Mr. W. R. B. Briscoe, 


C.B.E., M.A., who resigned in 1924, and Mr. W. H. Coates, | 
B.Sc. (Econ.), LL.B. (London), an additional Examiner in | 


Economics and Statistics. 


Tue Presipent AND Vice-PRESIDENT. 


At a meeting of the Council held after the Fortieth Annual 
General Meeting, Mr. George Stanhope Pitt, of London, and 
Mr. Thomas Keens, of London and Luton, were unanimously 
elected to the respective offices of President and Vice-President. 


CounciL. 


Vacancies on the Council have been caused by the death of 
Mr. John Manger Fells, C.B.E., London, and the resignations 
of Mr. Ernest William Ellis Blandford, London, and Mr. William 
Thomas Walton, J.P., of West Hartlepool, Stockton-on-Tees 
and London. The Council propose that these vacancies shall 
be filled at the Annual Meeting. 


Mr. David Hill Jack, one of the two representatives of the 
Scottish members, has resigned after a long period of service 
as a member of the Council. The Scottish members have 
elected in his place Mr. James Stewart Seggie (Fellow), 
Edinburgh, in accordance with Article 40. 

The following members of the Council retire under Article 49, 
and, being eligible, offer themselves for re-election :— 


London. 
Mr. Arthur Collins. 


Sir James Martin, J.P. 
Mr. Henry Morgan. 


Provinces. 
. Joseph William Blackham, Birmingham. 
- Duncan Edward Campbell, Wolverhampton. 
‘. Charles Hewetson Nelson, J.P., Liverpool. 
. Arthur Edwin Piggott, Manchester. 
. Arthur Herbert Walkey, Dublin. 
. Feather Ogden Whiteley, O.B.E., Bradford. 


At the Fortieth Annual General Meeting, held in May, 
1925, Mr. William Henry Payne (Fellow in Public Practice), 
London, was elected a member of the Council. 


AvDIToRs. 


At the Annual General Meeting held in 1925, Mr. Henry 
John Burgess (Fellow in Public Practice), London, was elected 
an auditor of the Society in the place of Mr. W. H. Payne, 
resigned on his election to the Council. 


The retiring auditors are Mr. Henry John Burgess, London, 
and Mr. Robert Heatley, Manchester, who offer themselves for 


re-election, in accordance with Article 85. 


Finance anp Accounts. 


The accounts for 1925, duly audited, are annexed to this 
report, and show a surplus of £6,003 7s. 7d. The considerable 
augmentation of the surplus over previous years is chiefly the 
result of the increase in entrance fees and annual subscriptions 
which took effect on January Ist, 1925. 


Gerorce Sranuore Prt, 
President. 
Tuomas KEEns, 
ALEXANDER A. GARRETT, Vice-President. 
Secretary, 


50, Gresham Street, London, E.C. 2. 


March 25th, 1926. 


REVENUE ACCOUNT ror THE YEAR ENDED DECEMBER p 1925. 


EXPENDITURE. 2084 


619 16 8 


To ee Expenses of Members of the Council 
” nt ° a 
», Housekeeper, Lighting, Telephone, ‘&e. 

», Salaries .. ds 
Stationery and Printing, including Ye Year Book 2, 299 15 


255 12 
120 17 
369 11 
117 14 
374 16 


Postages and Telegrams 
Decorations and Repairs 
Miscellaneous Expenses . ey “s 
Legal Expenses - pis be ee 
», Advertisements . 
;, Advertisements in Journal and copies for 
distribution .. ia a ae 
,, Expenses of Examinations .. me . 2,604 18 
,, Examination Prizes and Medals... me 86 18 
',, Grants to District and Students’ Societies 568 9 
», Auditors’ Fees and Expenses ‘ 46 8 
Subscriptions and Contributions to Chambers 
of Commerce 
Deficit on Fortieth Anniversary Dinner 
Corporation Duty 
», Depreciation of Furniture and Library 
», Balance, being surplus of Income over 
Expenditure for the year.. oe -- 6,003 


[i 


“4 ocoorto F NOOO FWOOCsK Cc 


50 0 


s 
— 
“1 0b 
i 


-1 


£18,318 


[i 
c= 


Income. 6 wa. 


By SusscriptTions .. i a - 9,618 2 9 


>», ENTRANCE Fers— 
56 Fellows .. 
307 Associates 


294 0 0 


. 3,129 0 0 
—— 3,423 0 0 


3,798 18 0 
861 9 9 
274 5 10 

97 5 0 


Examination Fegs.. “e 
Drvipenps on INVESTMENTS (less Tax) 
Sunpry Frees, &c. .... oe + 
Hrre or Rooms be ue * ast 


Rerunp oF Former GRANTS MADE TO 
Incorporated Accountants’ Journal 


250 0 0 


£18,318 1 4 
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Dr. BALANCE SHEET, Decemser 3isr, 1925. Cr. 
a. .0 & S 24. 6° 44 
To Sunpry Crepirors .. .. «.. «. 1,822 11 4/| By Casa ar Bax or Enorann— 
» Subscriptions for 1926 (paid in advanee).. 126 5 3| — , On Current Account... 1009 16 7 
: ;, INVESTMENTS aT CostT— 
», Examination Fees (paid in advance) oe, eae. 4-8 £6,000 Os. Od. 43% Conver- 
,, Building Fund... .. .. ..  ..10,000 0 0 sion Stock, 1940-44... 5,461 18 3 
£10,000 Os. Od. 34% Conver- 
», Revenve Account— sion Stock, 1961 . - 747719 4 | 
Balance at December 31st, £300 Os. Od. 34% War Stock, 
1924. . £18,598 5 6 PR jets tidy Bet, 285 0 3 
Add Surplus for 1925 .. 6,003 7 7 Stock, et ay mn ng 800 0 0 
£1,129 7s. 2d. 34% IndiaStock 1,272 4 3 
24,601 13 1 — > 0d. 4% ey ee 
outh Africa Consoli 
aia ac ane ee Stock, 1943-68 .. .. 547 7 0 
£800 Os. 0d. 6% New South 
—— 14,601 13 1 Wales Conversion Loan, 
1930-40 .. 779 2 0 
£550 Os. Od. 34% New South 
Wales Stock, 1930-50 .. 53513 3 
£500 Os. 0d. 34% Queensland 
Stock, 1950-70 .. = 48: 8 & 
£550 Os. Od. 5% Victoria 
Stock, 1945-75 .. 532 18 3 
£1,000 Os. 0d. 494 New Zealand 
Stock, 1933-43 .. 917 12 0 
£500 0s.0d. 4494 New Zealand 
Stock, 1944 > 476 18 6 
£250 Os. 0d. 3% eid — 
Stock Pe 248 16 O 
£600 Os. Od. 3% "London 
: County Consolidated Stock 51712 0 
£200 Os. Od. 3% Nottingham 
Corporation Stock, 1920-60 192 0 0 
£500 Os. 0d. 3% Leeds Cor- . 
poration Stock .. 463 7 0 
£300 Os. Od. 44% Edinburgh 
Corporation Stock,1940-60 291 6 0 
£200 Os. Od. 34% Met. mv 
Deb. Stock 270 18 6 
£900 Os. 0d. 4% LAAN, E. By. 
Deb. Stock . - 1,104 11 6 
£261 Os. 0d. Ao L.@N.ELRy. 
First Pref. Stock . 326 0 0 
£100 0s. 0d. 4% L.& N.E.Ry. 
Second Guar. Stock as “ae. © 
- £500 Os. 0d. 4% L.& N.E.Ry. 
Second Pref. Stock a S38 
£150 0s. 0d. 5% G.W. Ry. 
Guar. Stock 248 19 O 
£13 2s. 2d. Madras Railway 
Annuity, Class B ‘ 357 8 6 
(Market value of Investments, 
G. S. PITT, President. 31/12/25, £22,094 5s. 9d.) ——-———— 24,348 12 1 
C. HEWETSON NELSON, ,, Furniture and Fittings om os -- 4971511 
Chairman of Finance Committee. »» Library . -- 850 0 0 
», Sundry Debtors and Distdends comand 682 6 1 
£26,887 10 8 £26,887 10 8 


AUDITORS’ REPORT TO THE MEMBERS. 
We beg to report that we have examined the foregoing Accounts, together with the books and vouchers of the 


Society, and that we have obtained all the information and explanations we have required. 

Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Societ 

according to the best of our information and the explanations given to us, and as shown by the books of 
Balan 


We have also verified the Investments and Cash 


Lonpon, April 20th, 1926. 


In our opinion the 
’s affairs, 
Society. 


HENRY J. BURGESS, 
ROBT. HEATLEY, } Incorporated Accountants, 
Auditors. 
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South Gales and 
Monmouthshire District Society 
of Incorporated Accountants. 


Annual Dinner. 


The annual dinner of this Society was held recently at 
the Whitehall Rooms, Cardiff. The President, Mr. F. J. 
Aupan, F.S.A.A., Cardiff, presided, and was supported by 
about 200 guests. Among the principal guests were the 
Lord Mayor of Cardiff (Alderman W. B. Francis) and Lady 
Mayoress (Miss Dorothy Francis), Mr. G. Stanhope Pitt 
(President of the Parent Society) and Mrs. Pitt, Miss Alban, 
Mr. John Allcock (City Treasurer) and Mrs. Allcock, Mr. 
J. E. Emlyn-Jones, Mr. John Rowland, C.B.E., C.B. (Welsh 
Board of Health), Mr. A. F. Bland (Vice-President of the 
Law Society), Mr. W. Claridge, M.A., the Mayor of Merthyr 
(Alderman D. Davies), Mr. C. F. Ward, F.R.1.B.A. (President 
of the South Wales and Monmouthshire Institute of 
Architects), Alderman Sir Illtyd Thomas, Mr. G. E. 8. 
Heybyrne and Mrs. Heybyrne, Mr. E. S. Hare (President of 
the West of England District Society), Mr. Thomas Hughes 


(Clerk of the Monmouthshire County Council), Mr. C. Ernest - 


Smith (President of the Newport Rotary Club), Dr. J. J. 
Simpson (President of the Cardiff Rotary Club), Dr. Rocyn 
Jones, C.B.E. (Medical Officer of Health for Monmouthshire), 
Mr. C. Gordon Joliffe, F.C.A. (President of the South Wales 
and Monmouth District Society of Chartered Accountants), 
Sir Thomas Hughes (Chairman of the Welsh Board of 
Health), Mr. F. A. Webber (Hon. Secretary of the West 
of England District Society). Amongst the official guests 
were Mr. Cecil Acomb, LL.B. (Secretary of the Newport 
Chamber of Commerce), Mr. A. F. Bland (Vice-President of 
the Incorporated Law Society), Dr. J. J. E. Biggs, Mr. D. J- 
A. Brown (Registrar of University College), Principal 
Charles Coles, Mr. Douglas Joyce (President of the Newport 
Chamber of Trade), Mr. H. Lang-Coath (Town Clerk of 
Swansea), Mr. J. Perey Mountjoy, M.B.E., F.C.A., Mr. N. T. 
J. Moses (Borough Treasurer, Newport), Mr. J. T. Phenix, 
Mr. H. J. Rimell (Secretary of the Chartered Institute of 
Secretaries, Penarth), Mr. R. T. Richards (Lloyds Bank, 
Cardiff), Mr. H. W. Spowart (Town Clerk, Llanelly), 
Mr. A. A. Garrett (Secretary of the Parent Society), and 
Mr. Percy H. Walker (Hon. Secretary of the District Society). 


Mr. Joun Autcock, the City Treasurer of Cardiff, in 
proposing “Our Civic Governors,” said that municipal 
administration in this country was the pride and envy 
of the whole world. 

The Lorp Mayor (Alderman W. B. Francis) said his was a 
full-time job, and not an eight hours day at that. He often 
worked sixteen hours a day at it. (Hear, hear.) The city 
had a huge debt, but its assets were gigantic, and he would 
like to sell it as a going concern to-morrow if they would let 
him retire on the profits. (‘‘Hear, hear,”’ and laughter.) At 
the moment things industrial did not look rosy, but according 
to the evening papers there appeared to be a iittle break in the 
cloud. It looked as if the discussion had been reduced to 
whether the men should work seven or eight hours, and he 
could not imagine a deadlock on that point. It would be a 


lasting disgrace if those in charge of the negotiations failed 
to come to agreement on that point. 

The Mayor or Merruyr (Alderman David Davies) also 
responded, and spcke of the pioneer work of the Merthyr 
Corporation in housing matters. 


(Hear, hear.) 


Mr. G. Srannopr Pirr, President of the Parent Society, 
proposed ‘‘ The South Wales and Monmouthshire District 
Society.”” He said he had been associated with the Society for 
30 years, and during-the whole of that period the South Wales 
and Monmouthshire District Society had been a pattern to all 
the District Societies throughout the Kingdom. (Hear, hear.) 
The enthusiasm of its committee had been beyond all praise 
and its educational work had been magnificent. The memter- 
ship of their District Society was 250, or about 5 per cent. of 
the total membership of the Society scattered throughout the 
British Empire. No Incorporated Accountant in South Wales 
could afford not to be a member of a District Society which 
carried out such a remarkable syllabus of lectures. (Hear, 
hear.) Referring to the President, he said Mr. Alban was one 
of the brilliant members of the profession. (Applause.) He was 
a gold medallist of their Society, and he had developed into an 
author of text-books on several phases of public accountancy 
which every student should closely follow. (Hear, hear.) 


The Prestmpenr then asked Mr. Pitt to present to Mr. 
David James Wilks (Merthyr) the Seventh Certificate of 
Merit in the Final examination of the Society, and prizes to 
Mr. L. R. Petty, Mr. Ivor Davies, and Mr. A. T. Charteris 
as successful students in the local examination. Mr. Wilks 
is one of the President’s assistants and students. 


The Prestpent (Mr. F. J. Alban), responding to the toast, 
thanked Mr. Pitt for the manner in which he had spoken of 
their District Society. In audit language, Mr. Pitt would 
now be able to report back to the Parent Society in London 
a correct view of the state of the District Society’s affairs 
according to the best of his information and the explanations 
given to him this evening and as shown by the faces of that 
important assembly. Mr. Alban stated that the District 
Society had steadfastly endeavoured to uphold the traditions of 
the profession throughout the counties of South Wales and 
Monmouthshire, and to make the certificate of an Incor- 
porated Accountant something upon which the business 
community could rely with all confidence. (Hear, hear.) He 
added ‘‘as a District Society we have established what is 
perhaps a new principle in the history of the Society—that is, 
student sections. These have already been set up 
in the three important centres of Swansea, Newport 
and Cardiff, and will be set up elsewhere as required. 
I should like to take this opportunity of pointing out to 
Mr. Pitt and his colleagues on the Parent Council that our 
District Society is not like other District Societies in one 
important respect. I would emphasise to him, and them, 
that we represent a distinct national unit.. Wales has not 
yet obtained Home: Rule—a former Chancellor of the 
Exchequer, Sir Austen Chamberlain, once told a deputation, 
of which I had the honour to be a member, that he would 
be delighted if the nations which sought Home Rule would 
also accept Home Rule in finance. However that may be, 
I trust that it will be found possible in due time to concede to 
this District Society (as has been done in the case of the 
Scotti-h Branch) a status or identity corresponding to the 
distinct and important nationality which we represent. 
(Applause.) It has been a matter of great satisfaction to the _ 
District Society that for some years past—as the result of 
endeavours which were set on foot by a former Secretary and 
Past President, Mr. A. W. Horton—Cardiff is a centre for the 
Preliminary, Intermediate and Final examinations of the 
Society. I note with exceeding pleasure the presence to-night 
of our old friend Mr. W. Claridge, of-Bradford. He is a Past 
President of the Society and one of the examiners. He holdsa 
very special place in the affections of South Wales students— 
once they have passed the examinations.’’ (Hear, hear.) 
Having referred to the admission of ladies to examinations and 
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membership, the President proceeded: ‘‘I ought perhaps to 
say a word with regard to the training in the accountancy 
profession of demobilised officers and men. At the conclusion 
of the Great War, and the commencement of the very difficult 
Peace from which we are now suffering, the members of the 
South Wales Society readily afforded every possible assistance 
to the Government in the scheme for training in the 
accountancy profession the demobilised officers and men whose 
education had been interfered with by the war. (Hear, hear.) 
I think I may claim that no organisation responded more 
readily than this District Society, with the result that every 
practising Incorporated Accountant in the district took a fair 
number of those candidates on his staff as articled pupils, with 
results which, on the whole, have given very great satisfaction, 
as is evidenced by the presence here to-night of an Honoursman 
in the recent Final Examination. (Applause.) May I refer 
to special research work which has been done by our District 
Society. In 1921, through the generosity of our then 
President, Mr. R. Leyshon, the District Society was enabled 
to offer prizes to Incorporated Accountants and to students for 
certain essays. The subjects of the essays were—(1) ‘A complete 
book-keeping system for a practising accountant’; (2) ‘The 
working records of an accountant’s office.’ The subjects were 
ones upon which there did not appear to be very definite 
knowledge, and many useful essays were received, and the prize 
essays were read to our District Society. I have no doubt 
they will lead to a great improvement in the book-keeping 
methods of our profession. I desire, however, entirely to 
disassociate myself from the remarks of one essayist who 
stated that three methods were in vogue in an accountant’s 
office, viz., double entry, single entry and no entry at all.” 
(Laughter.) ‘ 


Mr. R. Wuson Barrierr, Newport (Vice-President of the 
District Society), gave ‘‘ Trade, Commerce, and Industry.” 
He said the accountancy profession could take some credit 
for the promise made by the Chancellor of the Exchequer 
that in future Schedule D assessments would be based upon 
actual profits in the preceding year instead of the average 
for the previous three and, in certain cases, five years. He 
had no hesitation in saying that in time to come everybody 
would be pleased that that had been brought about, 
providing that hard cases were met and that losses were 
carried forward. At present everything in the coal industry 
was known and open to both sides owing to the fact that 
during the last few years the whole of the proceeds of the 
industry had been submitted to accountants and certified by 
them. (Hear, hear.) That ought to reduce the chances of 
final disagreement. (Hear, hear.) 


Mr. J. E. Emuxs-Jongs (prospective Parliamentary 
Candidate for ‘ardiff East), in responding, said that whilst 
they were paying the penalty of the delirium that followed in 
the wake of the war, and whilst they had much to regret, 
they must remember that they also had a good deal to be 
thankful for. (Hear, hear.) The system under which they 
lived had been able to keep fourteen out of every fifteen men 
in work, and the fourteen had been able to contribute towards 
the keeping of the fifteenth. (Hear, hear.) Dealing with 
the coal industry, he said he could understand a man 
resisting any cut in his wages, but for the life of him he 
could not understand the point of view of the man, 
whatever position he filled, who would resist not only a cut in 
his wages but would also resist an extension in his working 
time. (Hear, bear.) If they could get the people to realise 
that it was not along the line of reducing wages, but along 
the line of greater production that their troubles would be 
solved, they would have made an advance which would 
protect the community from industrial disaster. (Hear, hear.) 


Mr.G. E.S. Heysyeve gave the toast of “Kindred Societies,” 
responses being made by Mr. A. F. Buanp, Vice-President of 
the Incorporated Law Society, and Capt. W. H. Wiis. 
“The Visitors” was proposed by Mr. R. A. Weruenraty, 
Borough Treasurer of Swansea, and the responder was 
Dr. D. Rocyn Jones, C.B.E., the Monmouthshire Medical 
Officer of Health, who referred to the tributes paid to the 
President at the recent meeting of the Welsh National 
Memorial Association at Llandrindod, when he was appointed 
temporarily to direct the affairs of the association. 
Mr. Tuomas Hueues, Clerk of the Monmouthshire County 
Council, also responded. 


CLAIM AGAINST ACCOUNTANTS. 


Alleged Misrepresentation. 


In the King’s Bench Division, on May 12th, 13th and 14th, 
before Mr. Justice Horridge and a special jury, an action was 
brought by Mr. Sidney E. Holland Bennett, Corkran Road, 
Surbiton, against Messrs. Creasey, Son & Wickenden, 
accountants, of London and Tunbridge Wells, and Mr. Ralph 
Harold Collet, a partner. Plaintiff claimed damages for alleged 
misrepresentation by defendants whereby the plaintiff was 
induced to enter into an agreement, in. writing, with a 
company called Grigg, Limited, dated January 25th, 1924, 
and invest £1,000-in the company. Defendants admitted 
they were appointed auditors of Grigg, Limited, but denied 
that the plaintiff invested his money on representations 
made by them. 


Mr. Holman Gregory, K.C., for the plaintiff, said his client 
was @ young man who invested £1,000 in the company in 
order to obtain an agreement of employment. This company, 
Grigg, Limited, at the end of 1923 and the beginning of 1924 
was seriously embarrassed financially. The general director 
of the company was a Mr. Harry Grigg, who devised a scheme 
to get the company on its legs. The scheme consisted of 
getting persons with money, mostly ex-service men, to invest 
money in return for a service agreement, and by the end 
of January, 1924, he had induced twenty persons to invest 
£15,000 altogether in return for which service agreements 
were given to pay a total amount of £12,000 a year. 
Plaintiff was one of the unfortunate people who invested 
his money. ‘The defendant firm were auditors to the 
company in the autumn of 1923. At that time they knew, 
or ought to have known if they did not shut their eyes to 
the facts, that the company was in a hopeless condition, yet 
they gave information jo the plaintiff and his father of a very 
favourable character, thus inducing the plaintiff to invest his 
money. Mr. Collet had given to the father a balance-sheet 
for the year ending June 30th, 1923, which purported to 
have been audited by the defendants. In December, 1923, 
Mr. Collet told Mr. Bennett that the firm had investigated 
many similar propositions, and their experience was that 
only about 10 per cent. were genuine, and that Grigg, Limited, 
was one of the 10 per cent. -On January 3rd the firm wrote 
Mr. Bennett saying they had seen some of the contracts of 
Grigg, Limited, and from a brief perusal of them they had 
no reason to disbelieve the statement that the company 
had orders in hand for 100 motor cycles a week, and without 
committing themselves they were of the opinion that an 
investment in the company was a reasonably safe one and 
that the management of the company was in good hands. 
Ultimately Mr. Bennett invested his money and received an 


appointment at £400 a year. In April, 1924, however, the 
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company went into voluntary liquidation. Mr. Collet was 
appointed liquidator and plaintiff was dismissed. Plaintiff 
now alleged that the representations made by defendants 
with regard to the company were made recklessly, but the 
defendants said whatever representations were made were 
made in good faith and in the honest belief they were true. 


Mr. S. Baxter Bennett, a solicitor, said in December, 1923, 
he came into contact professionally with Mr. Grigg, of 
Grigg, Limited. Witness mentioned to him that his son, 
the plaintiff, was looking for a job, and later he got into 
touch with Mr. Collet, to whom Mr. Grigg had referred him. 
He was told that Mr. Collet was the auditor of the company. 
Witness then bore out counsel’s statement with regard to 
the representations that were made to him, and said the 
statement had great weight with him, and the money was 
invested by his son. 


Cross-examined by Mr. Hurst, K.C., for defendants, counsel 
asked: ‘‘Do you allege that this respectable firm bas been 
fraudulent ?’—‘*I should not like to go so far as that.” 


**Would you go so far as to say they had been dishonest ? ”»— 
“T would not say intentionally dishonest.” 


“You know the defendants have the highest reputation ?”— 
“Yes.” 


In reply to his Lordship, witness said he did not think 
fraud was specifically alleged, but only constructively. 


His Lordship: ‘‘ Do you know that the House of Lords has 
held there is no such thing as constructive fraud ?’’—* Yes.” 


Witness emphatically denied suggesting to the defendants 
that rather than have publicity it would suit them better to 
pay something or compromise the case. It was quite untrue 
that he was doing this to get money. He was advised that he 
had a good case. 


The plaintiff, Mr. Sidney Eric Holland Bennett, gave 
evidence. He said in December, 1923, he had a small 
capital of £1,000 to invest, and was told by his father about 

- Grigg, Limited. Witness corroborated the evidence given by 
his father, and said the statement made by Mr. Collet had a 
great deal to do with him investing his money in the concern. 


Other evidence was called in support of plaintiff’s case. 


Mr. Ralph Harold Collet, of the defendants’ firm, said they 
had been established 50 years. It was in September, 1923, 
that his firm received instructions from Grigg, Limited, to 
audit the accounts. By the end of 1923 he had formed a 
good impression of the. directors of the company and of 
the officials he had seen. 


His Lordship: *‘ Had you any knowledge of this arrangement 
by which people put money into the company in consideration 
of employment ?’’—‘‘ No; most certainly not.’’ 


‘“‘ Did you know there was no real employment for them ?’’— 
“No.” 


Witness denied that in December, 1923, he told Mr. Bennett 
that this company was one of the 10 per cent. propositions 
that were good. What he said was that 90 per cent. of the 
commercial ventures endeavouring to find new capital at that 
time were not worth wasting time over, and that a considerable 
portion of the remaining 10 per cent. were exceedingly doubtful, 
and that Grigg, Limited, fell into the category of the 10 per cent. 
Mr. Bennett then asked where Grigg, Limited, stood in the 
10 per cent., and witness told him that in view of his limited 

' knowledge he was not prepared to express an opinion on 
that point. With regard to the letter written to Mr. Bennett 
on January 3rd, witness said the information it contained 


was his honest opinion on the information he then had. 
Subsequently, after the writ had been issued, Mr. Bennett 
made certain suggestions to him; witness told him he was 
under no moral or legal obligation to compromise anything 
with him and that he (Mr. Bennett) could take his own course. 
Mr. Bennett then said the undesirable publicity which an 
action would bring would cause greater loss than if the 
matter was compromised. Witness replied that although 
it might be so, he had no intention of allowing himself to be 
influenced by that statement. Witness denied that he at any 
time made any misrepresentation to Mr. Bennett. 


Mr. Collet, in re-examination by Mr. Hurst. K C., stated 
that when the letter of January 3rd was written to Mr. Bennett 
he had not the slightest suspicion that anything stated therein 
was in any way inaccurate. 


His Lordship: ‘Did it matter one penny piece to you 
whether Mr. Bennett’s son put his money into this company 
or not ?’’—*: No.” 


In reply to the foreman of the jury witness said his firm 
was paid £100 for the audit, but there were fees due for work 
done subsequently which had not been paid. They did not 
press for the fees because they had no reason to doubt that 
the company would be successful. 


" In the result the jury returned a verdict in favour of the 
defendants. 


Judgment was given accordingly with costs. 


Society of Incorporated Accountants and 
i Anditors. 


MEMBERSHIP. 
The following additions to the Membership of the Society 
have been completed since our last issue :— 


ASSOCIATES. 

Boxtvs, Crpric Panmer, Clerk to M. Nash, Fletcher’s 
Chambers, Darling Street, Cape Town. 

Dastur, Eracn JamsHepgt1, Clerk to Sorab' 8. Engineer & Co., 
45, Apollo Street, Fort, Bombay. 

Day, Haronp Joun Terretr, M.A., Clerk to Peat, Marwick, 
Mitchell & Co., 18, Bennett’s Hill, Birmingham. 

Reason, AusBion Georce Herpert, Clerk to McAuliffe, 
Davis & Hope, Penang (S.S.). 


Ricnarps, Epear Grorez, County Treasurer’s Department, 
West Sussex County Council, Chichester. 


Sarceant, Apert CuHarues, Clerk to Hands & Shore, 
108, St. George’s Street, Cape Town, South Africa. 
Woop, Arrnour, Clerk to J. R. Atkins, 14, St. Ann’s Square, 

Manchester. 


Mr. Leslie D. Malpas, Incorporated Accountant, of Bourne- 
mouth and London, has been appointed Lecturer in Legal 
Accounts and Book-keeping by the University College, 
Southampton. The Lectures are in connection with the 
School of Law, approved by the Law Society under the 
Solicitors Act, 1922. 
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Points Arising in Warions 
Classes of Anzdits. 


A Lxcrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. F. A. ROBERTS, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. S. R. Hooe, D.S.0., M.C. 
F.C.A. 


Mr. Roserts said: The subject of my lecture is undoubtedly 
very wide, and I do not wish to tax your patience by narrating 
a series of hard and fast audit programmes. I have endeavoured 
to draw your attention to a few important points which arise 
in certain audits, mention of which may be of particular 
interest to the student for the Intermediate examination of 
the Parent Society. 


1.—Eiirep Liapinrry Company. 
I propose to make reference to the more important 
balance-sheet items. 


Freeholds.—Title deeds must be examined, it being seen 
that your client appears as the owner. Deeds will often be 
in the possession of an agent of the company for safe custody, 
and, following the City Equitable judgment, it would seem 
desirable in such cases for the auditor to actually inspect 
such deeds rather than accept a letter or certificate from the 
agent that they are in his possession. 


Leaseholds.—The leases should be read, and a written 
extract made of all terms of importance contained therein, 
the chief points to be watched being the term of the lease, 
the rental, covenants referring to repairs, and insurance. 
In the case of property sub-let the tenant’s agreemenf should 
be examined. 


Plant and Machinery.—There will usually be numerous 
additions to this asset during the year. The auditor will 
be considerably assisted if an additions record be kept by 
the company showing details of each addition. Vouchers 
supporting each addition can then be produced and the 
additions so verified. 

It may happen that certain plant purchased or made 
during a period may be scrapped and no notice given by the 
works to the accounting office. It is, therefore, advisable 
to secure a certificate from the works manager as to plant.. 

Plant may have been made by the company in its own 
works and by its own workmen at a cost less than the 
market price, and directors may claim that a valuation between 
the actual cost and the market price is a fair balance-sheet 
figure. Such an argument should be contested, for in 
such a case an unrealised profit is being taken to account. 
It may be submitted to the auditor that, owing to the market 
price of certain plant being considerably above the book 
value, no depreciation is necessary. There, again, while it is 
inadvisable to take to account any increase in market value, 
the plant has depreciated, and such depreciation must be 
provided for out of revenue. 

Stock.—There is case law laying down the auditor’s 
liabilities with reference to stock. It is essential that the 
following procedure should be adopted :— 

All casts of the stock schedule should be verified and 

a test of the calculations of the larger items contained 

in the schedule should be made. Prices should be 
compared with those of similar items for the previous 


year, or verified by actual invoices. Stock cards as kept 
in the works should be compared with the schedule. 

A certificate signed by a responsible official to the 
effect that the stock has been accurately taken and 
correctly priced, prices being on the basis of the lower 
of cost or market price, should also be obtained. 


Work in Progress.—This requires careful consideration. 
The elements in the valuation of the work in progress will 
usually include a certain sum to represent oncost, often 
excluding selling or admin’strative expenses. The percentage 
of oncost charged to work in progress during the year will be 
based on past experience, probably when the factory was 
working at a normal output. If in the year under review 
the output has been below normal, a reduction in the oncost 
included in the work in progress valuation may be necessary. 
In this connection a comparison of the ratio of oncost to 
unit output in a year of normal output. with the ratio of 
oncost charged t» unit output in the year under review may 
be helpful. ‘This is a broad principle subject, of course, to 
modification in particular circumstances. 


Investments.—The_ certificates representing registered 
shares, &c., must be inspected. If any certificates appear 
in the names of persons who are nominees, the declaration 
of trust should be seen, to see that such persons hold on 
behalf of the company. A note of the amount of the 
company’s contingent liability for calls on its investments 
should be shown on the balance-sheet. 

With reference to inscribed stocks, &c., at the Bank of 
England, the point raised with the Bank of England by 
Sir Basil Mayhew, through the Council of the Institute of 
Chartered Accountants, has rendered the verification certificate 
more effective to the auditor. Formerly the Bank of England 
verification certificate would not show details of any restraint 
on transfer of inscribed stocks. This meant that the auditor 
would not become informed of any charge that may exist. 
As a result of Sir Basil’s inquiries, the Bank of England 
agreed to add to their certificate the words ‘‘and no restraint 
was recorded against the transfer thereof,’’ the auditor 
thereby being satisfied that no charge on the stock exists. 

In the case of bearer bonds it must be seen that all 
coupons in respect of interest falling due after the date of 
the balance-sheet are intact. 

Goodwill.—This asset is often subject to book adjustments 
from time to time, and it may be that directors in certain cases 
may during trade depression follow the principle adopted by 
the defendant company in Stupley v. Read Brothers, Limited. 

Broadly speaking, the position here was as follows: Goodwill 
had been written down out of profits made in prosperous years. 
Later, in times when losses were being made, the directors of 
the company desired to pay a preference dividend, and to 
enable this to be done proposed to write back the goodwill 
previously written off. 

It was held that the writing down of the goodwill out of 
revenue may not be considerea permanent, and directors 
may write back goodwill so written off in this way if they 
so desire. 


Share Capital.—It is advisable to see that the total holdings 
as shown by the register of members agree with the issued 
capital of the company, and a list of the individual balances 
on the share register should accordingly be prepared. 


Creditors.—The auditor must take reasonable steps to ensure 
that all liabilities incurred to the date of the balance-sheet 
are included in the accounts. In addition to going through 
invoice files, &c., for a period after date of balance-sheet with 
a view to discovering any charges applicable to the year 
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under audit but for which no provision has been made, it is 
essential that a certificate be obtained from an officer of the 
company to the effect that all liabilities, both contingent 
and ascertained; have been included. It may be that a 
perusal of the minute book will reveal certain contingent 
liabilities likely to arise from contemplated actions against 
the company for breach of contract, &c. 

Revenue Items Generally.—Without entering into a mass of 
detail work the auditor is able to verify many revenue charges. 
Commissions paid, for instance, may be verified by examination 
of the agents’ and travellers’ agreements for the rates payable, 
and it will then be seen that the amount of sales in respect of 
which the commission is paid appears in the sales record. 

‘An analysis of the rent account and a comparison with the 
leases should be made. In American accounting the principle 
is to work on a system of analysing each revenue account as far 
as possible rather than enter into a detailed vouching of each 


individual item in the accounts. Reference will, of course, be - 


made to the Articles of Association for matters relating to 
directors’ powers, fees, reserves, voting rights, quorums, 
method of declaration of dividends, &c. 


2.—Suare TRANSFER AvpIT. 

A few remarks with reference to this type of work may 
be useful. A share certificate representing the transferor’s 
holding must be produced in support of each transfer, it being 
seen that such certificate is in accordance with the transfer 
deed as to name, distinctive numbers, &c. It is essential to 
cancel the certificate submitted, in order to prevent the 
possibility of fraudulent dealing, for if a company allowed 
such a certificate to again get into circulation the company 
would be liable to any bond fide transferee. 

The transferor may be selling a part only of his holding, 
and in this case the number of shares transferred, together 
with the distinctive numbers and number of the transfer deed, 
should be inserted on the back of the share certificate. 
With each subsequent transfer effected a similar endorsement 
should be made until the complete holding as represented 
by the transferor’s certificate has been transferred. After 

“examination of surrendered certificates, the certificates as 
prepared for the transferees should be checked, special 
attention being paid to see that the name and address, 
number of shares and distinctive numbers as shown by the 
deed of transfer are correctly inserted. All certificates passed 
by the auditor should be stamped by him. 

It is now necessary to examine the deeds of transfer to see 
that the signatures of the transferor and transferees are properly 
attested, and that the ad valorem stamp duty is in accordance 
with the consideration for the sale of the shares. There are 
several exceptions to the payment of the ad valorem duty, 
but it is not necessary to mention these. 

It is sometimes the practice with companies to keep a copy 
of the signature of each shareholder, and some accountants 
are of the opinion that the signature of the transferor as 
shown on the deed should be compared with that as shown 
by the company, but this does not seem necessary. 

Sometimes a balance certificate book is kept showing the total 
number of shares represented by the transferors’ certificate 
surrendered and cancelled, and the number of the shares 
represented by the new certificates issued. The balance of 
shares as shown for which no new certificates have been 
issued should agree with the number of shares as represented 
by the certificates still in the possession of the company, in 
respect of which subsequent transfers will be made or balance 


- certificates issued. 


It now remains to verify the entries in the register of 
members in respect of the transfers. 


You are, of course, aware that the holding of shares by 
an executor as such is quite distinct from the holding of 
the executor in his own right. It often happens that an 
executor lodges a letter of request with the company for the 
share holding to be entered in his own right. X may be 
the executor of Y. On registration of probate with the 
company, the certificate would be submitted and amended to 
read “‘executor of Y” as the registered holder. If X lodges 
a letter of request with the company for his name to be 
entered on the register as holder in his own right the new 
certificate will be in the name of X, no mention being 
made of his capacity as executor. X now becomes personally 
liable on the shares. If, therefore, a transfer were made out 
in the name of X and the certificate surrendered in support of 
the transfer were in the name of the executor of Y, it would 
be necessary to secure a letter of request. 

If a shareholder lose a certificate, the company will issue 
another on receipt of a letter of indemnity from the shareholder. 
Before the auditor passes the certificate to be issued against 
such indemnity recourse to the register of members should be 
made in order to verify the holding. 

The following is the usual form of certificate given by the 
auditors to the directors of the company :— 

We have examined transfers Nos. 1 to 50, which 

are in order for registration; transferees’ certificates 

* Nos. 500 to 560, balance certificates Nos. 561 to 565, 

certificates Nos. 566 to 567 issued against letters of 

indemnity, and certificates Nos. 565 and 569 issued against 

letters of request, are correct and ready to be sealed, 
signed and dated. 


3.—Sraturory Aupir. 

As you are, of course, well aware, under sect. 65 of the 
Companies (Consolidation) Act, 1908, a company must hold a 
general meeting not less than one month nor more than 
three months from the date on which a company is entitled 
to commence business; this meeting is known as the statutory 
meeting. The chief points with which an auditor is concerned 
are: the cash received in respect of shares allotted, and the 
receipts and payments made on capital account. 

With reference to the shares issued and the cash received 
in respect of such, it will be necessary to check the application 
and allotment letters against the application and allotment 
books or sheets. To verify the cash received on both 
application and allotment with the pass book. (In a large 
issue a separate pass book will-often be used.) If application 
moneys have been returned with a letter of regret, vouch the 
re-payment against the application and allotment sheets. 


The minute book should be perused to see that allotments — 


have been minuted, and it should be seen that the application 
and allotment sheets have been initialed by a director. 
Verify the issue with the Memorandum and Articles of 
Association, vouch the journal entries, giving effect to the 
issue and trace the postings to the nominal ledger. 

The verifications and payments on capital account, 
preliminary expenses and commissions on the issue will 
be first considered. It may be that the vendors will be 


responsible for the satisfaction of the preliminary expenses, ~ 


or some arrangement may be effected by which this expenditure 
is chargeable on some agreed basis as between the vendor and 
the company as newly formed; in any case, the contracts 
supporting such expenditure should be carefully examined. 
With reference to underwriting commission and commission 
on placing shares; the Articles of Association should be 
referred to as to the question of underwriting commission. 
Any underwriting contract should be produced and a written 


application should be signed by the underwriters. 
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With reference to commission and brokerage on placing 
shares, it seems that the only available method of verification 
is to examine the application letters in respect of shares where 
a party introducing same is entitled to such commission or 
brokerage to see that such application letters are signed by the 
party introducing same. Finally, all contracts, of whatever 
nature, should be examined. 


The following would be a likely form of the auditors’ 
certificate in respect of a statutory audit :— 


We, the undersigned, being the auditors of the 
—— Company, hereby certify that so much of this report 
as relates to shares allotted, cash received in respect of 
such shares, and the receipts and payments on capital 
account, is correct. 


4.—C.uuss. 

Probably the chief point in the audit of a club is the 
verification of entrance fees and subscriptions as recorded in 
the cash book. A primary check is obtained by checking the 
duplicates of the receipts issued against the cash book, but 
this will not form a complete verification, in that entrance fees 
and subscriptions may have been paid by.a club member who 
is not particular in obtaining a receipt. In such a case, if the 
cash had not been properly accounted for, a mere checking 
of duplicate receipts would not discover such irregularity. 
A further check may be effected by an examination of the 
membership book and comparing same with amounts received 
as per cash book. The club members’ book very often will 
show against each member’s name the folio in the cash book 
in which a receipt in respect of the members’ annual 
subscription is recorded. If a club official has misappropriated 
subscription moneys paid by members it is most likely that 
he would enter the name of the member whose subscription he 
has not accounted for in the members’ book, as this book 
would be used when notifying members of any matters 
concerning them generally. If a member did not receive such 
notice owing to the fact of his name not appearing in the 
members’ book, then it is practically certain that he would 
approach the club as to the reason of his not having received 
notification, and it is likely that any irregularity would be 
brought to light. It may, therefore, be safely assumed that 
the members’ book is almost bound to give a complete list 
of the club membership, and if it be traced with cash received 
by way of subscription in respect of each member on the lines 
indicated, a fairly reasonable check is effected. It may happen 
that the membership subscription is not the same in all 
cases; that is to say, an old member who-may at one time 
have resigned his membership may later on be desirous of 
renewing his membership, and in such a case the subscription 
payable is often reduced. Where the auditor discovers that 
sams paid by way of subscription are less than the nominal 
subscription, a confirmation of such special subscriptions 
should be obtained from some responsible party. 


With reference to the entrance fees it is probably desirable 
to examine the committee’s minute book. In this will be 
found the names of all new members approved for membership 
during the period, and it can then be seen that the entrance fee 
in respect of each new member referred to in the minute book 
has been actually received in the cash book. It may be found 
that in certain cases no entrance fees appear as having been 
paid, owing to a person approved for membership by the 
committee not having taken up his membership, and in such 
cases a confirmation should be obtained. A further check on 
subscriptions is sometimes obtained by an examination of the 
list of members’ card, which is given to each member. 
A further item to which the auditor must direct special 
attention is the consideration of replacements of kitchen 


utensils, glass, plate, china, &c. The expenditure in this 
connection as incurred at the formation of the club will have 
been charged to capital, and any replacements necessary 
thereafter will, of course, be a proper charge to revenue. 
It is probably better to re-value such items at the end of each 
financial period on the same lines as is often adopted in the 
case of loose tools of a manufacturing company. A large part 
of the income is obtained principally from meals, sale of wines, 
spirits and tobaccos, sums charged for the use of billiard tables, 
and also board if the club be a residential one. In respect of 
this class of income an auditor must inquire into the system 
of internal check, and a good test of the stewards’ and waiters’ 
slips should be made with a view to seeing that all suis have 
been properly accounted for. In connection with the wines 
and spirits it is a common club practice to engage the services 
of a firm of gaugers to take stock at certain fixed periods, 
probably once a month, and to prepare a rough trading account. 
If such trading accounts are available, a comparison of the 
gross profit earned from one month to another as shown by 
such trading account forms a further check to the auditor’s 
own verification. 


In some clubs each member is required to take up one 
ordinary share on becoming a member. In such cases the 
secretary or a director will usually hold a certain number 
of shares, out of which holding a transfer will be made to 
members on joining, also resigning members will re-transfer 
their shares to such secretary or director. Where this is the 
case, an exchange account should appear in the private ledger, 
the debit side representing moneys paid for shares purchased 
from resigned members, and the credit side representing 
moneys received from new members. The balance on such 
account is represented by shares and agrees with the share 
holding of the secretary or director as shown in the register of 
members. A payment made to the resigning member in 
respect of shares transferred to the secretary or director should 
be vouched against certificates surrendered, and with regard 
to the amounts paid by new members, it should be seen that 
for each certificate issued a proper sum is credited to the 
exchange account. I may add that where such a position 
prevails, the sale or the purchase is effected at the nominal 
value of the share. r 


5.—Execurtors’ anp Trustees’ Accounts. 

The will must be perused and a note taken of any intentions 
of the testator necessitating the raising of trust accounts. 
The opening assets and liabilities should be verified against 
the estate duty account. Particular attention must be given 
to the question of apportionments as between capital and 
income. Such apportionments will be in accordance with 
the Apportionment Act of 1870, or by case law. If a final 
dividend has been paid, after the death of the testator, un 
interim dividend having been paid during his lifetime, then 
the total of both dividends must be apportioned (Apportionment 
Act, 1870). The life-tenant is not entitled to a proportion of 
the combined dividend in excess of the actual amount of the 
final dividend received after death, also interim dividends 
received during the lifetime always stand as capital. 


With reference to cumulative preference dividends, if there be 
arrears in payment, the deciding factor as to the apportionment 
of any dividend received in respect of such arrears will be the 
year in which the profits were made out of whicl: the dividend 
is declared payable. 

Where there is a change of investments during the 
continuance of a trust and new investments are purchased, 
the life-tenant is entitled to the full dividend subsequently 
received, and if investments are sold the whole amount of 
the proceeds go to capital. There seems to be an important 


| y 
YS | 
j 
| 


te 


836 THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(Jone, 1926. 


exception to this general principle, resulting from the decision 
in Sir Robert Peel’s Kstates. In this case the trustees purchased 
railway stock after the conclusion of the half year, the interest 
having become due but not paid, and the dividend when 
received was held to be apportionable to capital. 


If the auditor has been appointed by the life-tenant, special 
attention must be given to the apportionment of payments 
made in respect of property. Broadly speaking, it seems, so 
far as repairs had become necessary prior to the testator's 
death, the life-tenant should not be charged with such repairs ; 
also, the life-tenant should not be charged with any 
substantial repairs necessary to let the property. 


It must now be seen that investments made by the trustees 
are in accordance with the instructions in the will or under 
the Trustee Act. The auditor must also see that no devastavit 
has been committed by the executors resulting in a loss to the 
beneficiaries. Further, he should see that no income has been 
brought into account that has not been actually received and 
that the testator’s devises and bequests have been carried out. 
The usual procedure will be necessary as to the verification 
of the balance-sheet items. . 


Gentlemen, I thank you for your attention. 


Discussion. 


The Cuatrman: We have heard a very interesting paper from. 


Mr. Roberts, and in inviting questions upon it I would like to 
add a few remarks of my own. I will throw these observations 
into the arena with the idea of evoking, perhaps, a certain 
amount of discussion. Mr. Roberts dealt with the verification 
of assets and specifically mentioned the City  quitable decision. 
To my mind—and it frequently arises in practice—to follow 
one’s duty in its entirety does entail a very delicate task upon 
the auditor. You will probably agree with me in that. 
But regarding the verification of securities or valuable bonds 
in the hands of agents—if they are in the hands of a bond fide 
bank—I think we are peifectly justified in accepting the 
bankers’ statement. Very often a bank will produce a register 
of the bearer bonds held, and I generally accept it; but sonie 
auditors insist upon the bank producing the bonds, which is a 
pretty voluminous task in a case of a large audit. With regard 
to plant and machinery, Mr. Roberts mentioned depreciation 
written off. There are two points I would like to bring 


_ to your notice. First of all, the rate at which depreciation 


has been written off in the past. Ninety-nine assistants out 
of a hundred will look at what was written off last year and 
will write off the same again; if 10 per cent. was written off 
last year, it will be 10 per cent. again. The question of the 
sufficiency or insufficiency of this depreciation does not always 
enter fully into consideration. For example, in considering 
the value of boilers, a factor often forgotten is whether the 
water used is hard or soft, which, of course, materially 
affects the life of the bviler. That is a factor which should 
be ascertained and, if necessary, adequate and sufficient 
depreciation should be provided for it. Another question 
which is sometimes not inquired iuto is as to whether the plant 
has been overloaded. If a factory has been extraordinarily 
busy during the year, it is quite possible that the machinery 
has been worked more than full time, and that necessarily 
means that the proper lay-up time for repairs and maintenance 
has not been adhered to, and the plant should be depreciated 
to a much greater extent. The inquiry with regard to that is: 
Is the output of the factory—the turnover—vastly increased ? 
If it is, then obviously the plant has been worked to a much 
greater extent than usual, and the measure of the loss must be 
more than in the previous year. Another point which auditors 
should carefully note is the proper writing off by reason of the 
obsolescence of plant. That brings one to the point that a 
proper claim should be made in respect of obsolescence for 
the purpose of taxation. An auditor is frequently called upon 
to ascertain a client’s liability under that head. All points 
material to taxation should be ascertained at the time of 
the audit, while the figures and facts are fresh in the mind 
of the examining assistant. Mr. Roberts also mentioned that 
sometimes the fact that the plant has appreciated in value is 
brought forward as an excuse for not writing off depreciation. 


Because of some accidental circumstances—for example, the 
war, when second-hand machinery increased in value to an 
enormous extent—it is said that the loss, measured by the 
depreciation allowance, should not be provided for; but 
Mr. Roberts rightly laid stress on the fact that that is an 
entirely falacious argument. The machinery has been used, 
the loss has arisen, and that loss must provided for. 
Whether or not one can bring these accidental circumstances 
into record in the financial books is a point as to which one 
may have some regard, but to my mind it is better ignored 
entirely. The fact that machinery has increased in value 
cannot give rise to profits for which a company can take 
credit, unless, of course, the profits have been actually realised. 
Regarding stock, ihere is one point Mr. Roberts did not 
mention, and that is the comparison of the percentage of 
gross profits disclosed on the trading account. That in itself 
is an extraordinarily valuable index as to whetlier the stock 
has been correctly valued or not. In large departmental 
stores very accurate accounts are kept, and the auditors should 
have some idea as to the percentage of gross profits which 
should be earned in the different departments. In a case 
where only one business is being carried on, the percentage 
of profit can be compared with that of previous years; and, 
again, the auditor can, by judicious inquiry, measure what 
the percentage of profit should be, and if the accounts do not 
generally disclose that percentage, then there is something 
wrong, either with the stock or with the accounts, or with 
the management. That brings me to an important point 
which is sometimes forgotten by very young practitioners. 
I have had a very sad case brought to my notice lately, 
and I have been very sorry for the two practitioners concerned. 
They were called in to prepare a profit and loss account and 
balance sheet for an individual who started businers two 

earsago. At the expiration of the first year they balanced 

is books very nicely. They asked the trader what was the 
value of his stock, and he gave them a certificate that the stock 
was valued at so much. They did not see the stock sheet or 
inventory, but they qualified their balance-sheet by saying 
“stock as certified by so-and-so.” As a matter of fact, the 
trader became insolvent shortly afterwards, with no assets 
at all, but with colossal liabilities, and it would have been 
obvious to anyone who examined that trading account with an 
intelligent eye that the gross profit was earned by putting 
in a fictitious value on the stock. Any practised person would 
know that that was done simply to make the balance-sheet 
show that the business was solvent. If any profit is taken 
on stock—I am not speaking of overhead or proportion of 
oncosts—if any profit is taken, then it must be disclosed in the 
balance-sheet that profit is taken. Again, the company 
should be consistent; it should not take in a profit one year, 
when they have done badly, and leave it out in the following 
year. There must be consistency, otherwise the accounts 
taken year by year give an entirely wrong view of the earning 
power of the business. Mr. Roberts mentioned the American 
system. Under that system every item in the balance-sheet is 
examined, how it is arrived at and what it represents, and, 
naturally, the surplus shown on the balance-sheet represents 
the profit. That is academically and perfectly sound, but there 
is one dangerous point in connection with it. The profit may 
be there and the profit may have been earned, but it does not 
follow that the profit so shown is all the profit. Some of the 
profit may have been lost fraudulently during the year. 
An examination of the balance-sheet at the end of the year, 
showing the assets on one side and the liabilities on the 
other, and the surplus, representing the piofits, is all right; 
but supposing some of the profits have been depleted, either 
by the wrongful withdrawals of partners or of employees, that 
fact would never come out by a simple examination of the 
balance-sheet; and, if I may say so, it is a highly dangerous 
thing for an auditor to do. Mr. Roberts then mentioned the 
perusal of the Articles of Association. He mentioned a great 
many points, but one that he did not discuss was that you 
will find in the Articles of Association clauses relating to 
divisible profits. Those clauses are highly important, because 
the Articles of Association deal with the question of what are 
profits and what profits are divisible, and companies can do 
what they like with their own profits. They can provide in 
their Articles that the directors have power to create reserves, 
to declare dividends, or not to declare any dividends at all, 
but to carry the whole of the profit forward. The general 


commercial principle that dividends can only be paid out 
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of profits is, of course, the fundamental and sound basis 
which must always be adopted, and you will have found in 
the course of your studies certain cases bearing upon that 
point—for example, our old friend Lee v. Neuchatel Asphalte 
Company. The principle laid down there is, as a matter 
of fact, extraordinarily unsound. If-I remember rightly, it 
was held that, unless the Articles insisted upon it, there was 
nothing to compel a company to provide for the depreciation 
of its wasting assets. A company which follows that principle 
returns with every dividend a ce:tain proportion of its original 
subscribed capital, and any shareholder—and shareholders 
as a rule are notoriously ignorant—may be misled thereby. 
He may think that his dividend is profit, but in reality it 
is so much dividend plus a little capital. But I think you 
will find that companies generally follow the sound commercial 
principle of only declaring dividends out of profits. Then, of 
course, we run straight away into the question as to what are 
profits, and whether accretions in value of assets are profits 
available for dividends. We have spoken of the increase in 
value in second-hand machinery because of accidents—because 
of an unfortunate set of circumstances, such as the war. 
Surely that accretion in value cannot be credited to the 
profit and loss account and distributed as dividend! It is 
hopelessly unsound, and it should never be countenanced. 
Of course, if there is a “realised’’ accretion that becomes 
a profit, and if the Articles do not prohibit it, I think there is 
nothing to prevent such profit being distributed. The question 
of appreciation in the value of as-ets has given rise to three 
schools of thought. ‘The first consider the right thing to do 
is to write up the value of the assets and create a corresponding 
amount of new shares and give them to present shareholders ; 
the second propounds the theory that the whole undertaking 
should be resold to a new company at a higher price, and 
that the new company should have a capitalisation more in 
consonance with the true value of the assets; the third would 
simply fund that portion of reserves which has already been 
invested in the business in the form of estate outlay and 
make a bonus scrip distribution. The latter is particularly 
applied in tea companies. Tea companies did not distribute 
the whole of their profits; they made large profits in the 
latter years of the war and used those profits in the expansion 
of their business and improvement of their estates. The profits 
were carried forward in the balance-sheet, but actually the 
money was used in ‘the business. The result was that after 
several years the assets were worth vastly more than was 
shown in the balance-sheet, because of this new money 
which had been sunk in them. On the other side of the 
balance-sheet there were these undistributed profits which 
had been credited to reserve or carried forward. The third 
school propounded the theory that these reserves should be 
distributed. I think the first and the third are equally good ; 
the second is extremely expensive, because the cost of floating 
a new company and winding up the old one is somewhat 
heavy and, to my mind, quite unnecessary. With regard to 
the question of assets and liabilities, I would just like to throw 
into the arena these re:narks: The balance-sheet, although 
the auditor signs it as being a true and correct statement 
of the company’s affairs, does not necessarily show a true and 
correct view as regards the valuation of the fixed assets. 
On many balance-sheets the fixed assets are brought in at 
cost, and provided the auditor discloses on the balance-sheet 
that they are at cost there is no objection to it whatever. 
But if he allows the company to show those fixed assets 
without a statement as to the valuation, then I think he is 
committing a grave dereliction of duty. The basis of valuation 
of those assets should be shown clearly on the face of every 
balance-sheet, and I, as an auditor, would refuse to sign 
any balance-sheet that did not do so. I do not feel competent 
to discuss the present form of balance-sheet in the way your 
learned member Sir Josiah Stamp did, but he took the point 
that accountants to-day were rather inclined to consider what 
he called the ‘legalised balance-sheet’’ and did not have 
sufficient regard to the meaning which the investor, reading 
that balance-sh+ et, would apply to the figures and statements 
set out therein. You will appreciate that every investor does 
not read a balance-sheet critically, and, after all, the auditor 
is the watch dog of the shareholder; it is therefore the 
duty of the auditor to insist that the balance-sheet should 
show everything clearly —especially where the assets are 
brought in at different values. I have a note here, taken 
from the Financial Times, which to my mind expresses the 


position most clearly:—‘t What every certificate or report 
should aim to indicate, then, is exactly what the auditor 
vouches for and what standard of values he takes, should 
several be possible. An instance in point is the meaning of 
book value in relation to physical properties, about which 
an interesting correspondence has been proceeding in our 
columns. Unless an auditor definitely discloses his basis 
and makes all needful reservations, the large majority of 
shareholders and investors will certainly put the most 
favourable construction on what he says. It is not enough 
for the expert to assert that he did not intend this or that 
to be assamed—he must proceed on the theory that it will be 
assumed unless he anticipates such an assumption when 
he knows that it is not justified.” Now, regarding liabilities, 
the general provision for bought ledger accounts, outsianding 
expenses, follows the ordinary routine, but one does sometimes 
run into a position in which the duty of the auditor becomes 
a matter of most serious consideration. It does happen 
sometimes that the auditor will tumble across the fact that 
there are irregularities in taxation matters, that the client or 
company has not paid sufficient income tax or excess profits 
duty, and the auditor has to seriously consider what is his duty. 
To my mind, I should insist on withdrawing my certificate. 
That is the way in which I would deal with the point. 
Then with regard to balance-sheets, to-day is the day of 
joint stock enterprise, and holding companies are becoming 
more and more important. A holding company’s balance-sheet 
is not usually a very informative affair. It suows, on the one 
side, “investments in subsidiaries at cost” and “advances” so 
much, and, on the other side, the capital. Sir Josiah Stamp 
would say that is undoubtedly a “legalised balance-sheet,” 
bu: it does not necessarily indicate the position. What the 
shareholder is entitled to know is what has been done with 
his money, and the only point we have to consider is, 
how much are we justified in showing on the face of the 
balance-sheet. And now we run directly into two different 
sets of opinions. There is one school of thought which says 
yo: should publish a consolidated balance-sheet, consolidating 
all the assets of the parent and subsidiary companies ; 
consolidating the liabilities and treating the shares in the 
subsidiary companies, which are not held by the parent 
company, as creditors, and then the balance is surplus. 
The objection to that is that creditors may see this 
consolidated balance-sheet and may say “this company has 
plenty of surplus assets and we can deal with it without any 
qualms.”’ That is an objection, but, in my humble opinion, 
not a great objection, because after all it is a consolidated 
balance-sheet—a balance-sheet, not of one company, but of 
many. To my mind it is a very good scheme. ‘he other 
school of thought says that the whole of the company’s 
legalised balance-sheets should be published, but that the 
chairman should, with the report, give a statement showing 
what are the assets of the subsidiary companies which 
represent the investments. Which is the better of the two 
I am not competent to say, because we all have our opinions. 
The last remark I want to make is about yoodwill. Mr. Roberts 
mentioned the decision in 2e Stapley, in which goodwill 
had been written off and it was written back again, and that 
was held to be justified. A peculiar point was taken on that 
decision a little while afterwards by a partner ina firm who bad 
rather heavily overdrawn his account. He said ** We will 
value our goodwill at so much. My share is a fifth, so I 
will take that to my credit and I will not be overdrawn any 
longer.” It shows you how members of the public who get 
hold of a half story are liable to misunderstand it. Now, if 
there are any questions, this is the time to ask them and 
the Lecturer will afterwards reply to them. 


Mr. E. W. Loneuurst: The Lecturer was speaking about the 
transfer of shares by members of clubs by using an exchange 
account for that purpose. I cannot quite see the benefit of 
an exchange account. I should imagine that the transfer 
would take place in an almost exactly similar manner as 
shares would in a limited company. Would he be good 
enough to explain again the use of such an account. 


Mr. H. E. Gowan, Incorporated Accountant: I would 
like to ask the Lecturer what experience he has had on 
the question of drawing up the cash statement that is 
submitted at the statutory meeting, and exactly what 
items he includes in that statement. I mean the 
statement that has to be filed at Somerset House after 
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the meeting. This, I think, is rather an important point. 
I was engaged upon a similar duty a short time ago, 
and I included all the cash receipts, both capital and 
revenue, and also all payments made on capital and revenue. 
This question, I might add, was included in the last 
Final examination of the Society, and some of my fellow 
members would have seen it. Several of my friends agreed 
with the procedure I have mentioned, but some did not. 
They said all that was necessary was to include the capital 
receipts and payments. Then there is another point, in 
connection with executors, where a testator’s shares are 
transferred. I would like to ask the Lecturer what is his 
experience in connection with the signing of a transfer where 
there are co-executors. Do companies accept the signature 
of one executor only, or do they insist on the signatures of all the 
executors? I know that the latter is the practice in connection 
with the conveyance of land, but I am doubtful as to whether 
it is in connection with the transfer of shares. In thanking 
the Lecturer, I would like also to express my appreciation of 
the Chairman’s remarks on depreciation. I find that this 
subject bristles with difficulties, and I sometimes get very 


fogged about it. 


Mr. Grezn: I should like to ask the Lecturer a question 
as to the valuation of shares held by a holding company 
in a subsidiary company. I believe the Chairman made 
two suggestions upon the point, but in my opinion neither 
of them is sufficiently adequate to give shareholders any 
idea of the value of a company’s holding in its subsidiaries. 
My suggestion upon that point is this: The majority of 
holding companies have subsidiaries, and those subsidiaries 
are private, and one of the necessary restrictions for a private 
company is that it should be limited as to its transfer of 
shares. As a safeguard against the shareholders having an 
asset which they cannot realise, there is usually a provision 
that the shares should be offered to one of the existing 
members at a valuation agreed by the auditors. It seems to 
me if that provision were incorporated in a private company, 
that when the holding an age were considering the value of 
their shares in a subsidiary they should take that valuation 
on the basis of the auditor’s previous valuation. It seems to me 
that a combined balance-sheet, or a summarised balance-sheet 
of the subsidiaries, will not convey any information to the 
shareholders of the holding company. 


Mr. Loneuurst: There is just one other point I wanted to 
refer to, and that is in connection with your opinion as to the 
valuation of the stock of a builder and contractor. I have 
been engaged for some little time preparing accounts for a 
builder and contractor, and there is no possible way of 
checking the value of his stock on hand. I am informed that 
the bulk of it is being used on various jobs that are being 
undertaken. How can anyone obtain any value in a case 
like that, or be able to place a value on that stock other 
than by accepting the builder’s figures and obtaining a 
certificate from him ? 


Mr. V. H. M. Baytey, Incorporated Accountant: I should 
like to ask the Lecturer a question with regard to travellers’ 
commissions. It is quite a common practice to pay these on 
the actual cash received. In one case I know of the probable 
remuneration of one of the travellers is guaranteed; he gets a 
commission with a guaranteed minimum. I have ascertained 
that, apart from the guaranteed minimum, you can take a 

rcentage of the debts outstanding at the end of each period, 
= of course, there is a guarantee of so many poundsa month. 
Is that guarantee chargeable against the profits of the period 
in which it is paid? If so, it would reduce the amount for 
which you have to make a reserve in the accounts. I should 
say that the commission is chargeable against the period when 
it is paid. Therefore you have to estimate how long it will 
be before the debts come in, and take that number of months 
from the reserve. As regards executorship accounts, where 
an agent is employed for the collection of rents, is an executor 
justified in bringing into account the cash in the hands of the 
agent as actually received by the trust? Sometimes it takes 
a little while for the agent to make out his account, and it 
might be that one year you would not get in the account, and 
that might make a lot of difference to the income of the 
estate. As regards writing up a certain amount of profit on 
machinery which is manufactured by a company itself, I take 
it that that profit taken into account would be assessable to 


income tax. If as put the plant in at a figure including 
profit, that would be liable for taxation. 


The Cuarnman: May I answer that at once? A company 
cannot make profit by taking money out of one pocket and 
putting it into the other. The adjustment would be made on 
the computation of the statutory profits by deduction of the 
amount of profit taken credit for. 


Mr. Bayitey: Then you would have to make notes at once 
of the amount o! profit ? 


The Cuarrman: Yes, and write it back. 


Mr. 8. E. Srraxer: The Lecturer referred to an executor’s 
holding, and said that in some cases there might be a letter 
to the company asking for an executor’s personal holding to 
be registered as distinct from his holding as an executor. 
I would like to point out that at present a company has no 
right to ask for that; in fact it is distinctly forbidden to 
register any notice of a trust, either expressed, implied, or 
constructive, by sect. 27 of the Companies Act. I didnot quite 
catch Mr. Roberts’ point when he said that an interim dividend 
was always capital in an executorship. I believe it is not 
so; one should always add the interim and final dividends 
together and then apportion them. 


Mr. Roperts: In no case can an interim dividend received 
during the lifetime of the testator go to income. 


Mr. Srraker: With regard to accepting letters from agents 
as evidence of possession, I have just had a case where a 
trustee company parted with various securities to a bank for 
custody, and who in their turn sent them to a stockbroker for 
sale. We obtained certificates from all of them—in fact the 
bank holds them, the stockbroker holds them and so does 
the company. 


Mr. Roxserts: In regard to Mr. Longhurst’s question about 
the exchange account, I do not suggest that an exchange 
account is essential, but it is very helpful to have a record 
of the amount received and the amount paid in respect of 
incoming and outgoing members on your register. In the 
case that came before me in this connection I did find that 
the amount standing on exchange account in the private 
ledger and the shareholding of the secretary in the register 
of members did not agree. If I were asked to instal a system 
where a club was doing that sort of thing, I would certainly 
suggest running an exchange account—not as a necessity, but 
as being advisable. With regard to the valuation of the stock 
of a builder or contractor, I think the Chairman has a special 
point to mention to you on that. In reply to Mr. Gowan’s 
query with reference to the statutory meeting, I think I am 
right in saying that revenue items in the statutory statement 
need only appear in total, whereas all capital items must 
be summarised. Mr. Longhurst asked me whether all the 
executors must sign a transfer deed. I think it is the usual 
practice for all the executors to sign a transfer of shares. 
With regard to Mr. Bayley’s question as to commission paid 
to travellers, I think where the traveller was getting his 
remuneration based, not on the actual sales, but on the cash 
received, we can get a first check on that by scrutinising the 
control account each year. 


Mr. Baytey: I was ing of the reserve on cash 
outstanding—on the sundry debtors. It is only when the 
cash is received that the commission is payable. If you have 
£100 at the end of the year and the commission is 10 per cent., 
that would be £10 commission to pay. 


Mr. Roperts: Is it not possible to take it on the average 
cash received in respect of the year under review? With regard 
to guaranteed commission, your point was as to whether it was 
a charge on the year under review. 


Mr. Barter: Yes; but it was on the commission outstanding. 
You pay the commission at so much per cent. on the amount 
of the debts outstanding, and deduct from that so many 
months’ guaranteed commission. 


Mr. Roserts: I think guaranteed commission is essentially 
a charge against the year in which you are working. There 
can be no doubt about that at all. 


Mr. Baytey: You deduct a percentage on the debts outstand- 


ing, and then deduct the man’s guaranteed commission. 
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Mr. Roperts: Mr. Bayley raised a question with regard to 
an estate t’s accounts for rents collected, the amount 
being in the hands of an agent appointed by an executor as 
rent collector. If at the date of your visit to carry out the 
audit you had evidence that the moneys were in fact received 
by the agent, you are entitled to include them in your accounts. , 


Mr. Baytzy: That is if you have the estate agent’s account 
showing that he had it in hand as a certainty ? 


Mr. Roperts: Yes. Mr. Straker raised a question with 

to an executor holding shares in his own right. 

I know it is the practice—at any rate, so far as my experience 

goes—that all registrations into an executor’s own name must 

result from a letter of request. I do not know whether the 
Chairman may have anything to say on that point. 


Mr. Srraker: A company has no right to record notice of a 
trust unless a question of liability arises, and even then it 
must put him on the register in his own name or forfeit them. 


A Srupent: I have known of three cases where thé company 
has insisted on this letter of request. 


The Cuarrman: I think that is the usual practice. I will 
deal briefly with Mr. Longhurst’s question as to the value of 
the stock of a contractor. It appears to be a problem, but 
it seems to me not incapable of solution. You must have 
known the value of his stock a year ago; such things as 
trestles, scaffold poles, and various implements are sent out 
and debited to the contract, and when the contract is finished 
they come back into stock. Obviously, an examination of the 
contract would disclose if there had been an increase in value 
at the close of the business, as compared with the amount 
debited, and that would require explanation. I think the case 
under review is one of those in which all that the auditor can 
do is to use his intelligence and try to build up an account 
which will justify him in honestly saying ‘‘ I think this is 
right.’’ With regard to the valuation of shares in a subsidiary 
company, to my mind the shares should be brought in at cost, 
but only on condition that the reserves and undistributed 
profits existing at the time when the shares were purchased 
remain intact. 


On the motion of Mr. Crick, seconded by Mr. J. G. Huggins, 
the lecturer was thanked for his lecture, and a vote of thanks 
was also accorded the Chairman for presiding. 


Scottish Actes. 


(FROM OUR CORRESPONDENT.) 


The Examinations and the Strike. 


The genera! strike interiered to some extent with the 
Society’s examinations in Scotland. The Final examination, 
which commenced on the 4th ult., was attended by all the 
candidates who had intimated their intention of being present. 
Some had arrived in Glasgow the previous evening ; others 
reached Glasgow on Tuesday morning by motor, motor cycle 
and other conveyances, all in good time. On Wednesday, 
however, only half of the Intermediate candidates were able 
to turn up, those from the East and North-East of Scotland 
being unable to obtain any train services. Of those who did 
attend, one had walked twelve miles to be present, another 
motored twenty odd miles, while others had lesser difficulties 
of locomotion to overcome. Such energy and determination is 
reminiscent of former times, when Scottish scholars travelled 
long distances to attend school. Nowadays, with coddling 
education authorities, scholars beyond a limited distance are 
driven, and in some cases housed, at the public expense, 
a course not usually conducive either to good administration 
or good education. 


Railway Valuation. 


A railway valuation appeal of importance to all Scottish 
rating authorities whose areas are transversed by the London, 
Midland and 


Scottish Railway Company was settled by 


adjustment recently. The London, Midland and Scottish 
Railway Company appealed against the valuation for the year 
1926-1927 of the Scottish portion of their undertaking as 
fixed by the Scottish railway assessor (Mr. J. A. King). The 
appeal arose from a dispute between the railway company 
and the railway assessor, under the Valuation of Lands 
(Scotland) Acts, affecting a number of important questions, 
the chiei of which related to the computation of the Scottish 
net receipts of the appellants’ railway for the year 1924. 
Since the formation of the London, Midland and Scottish 
railway group under the Railways Act, 1921, the Scottish 
figures have not been separately recorded for railway purposes, 
and pending special legislation on the subject of the valuation 
for local rating purposes of the English and Scottish portions 
respectively of the two amalgamated railways which enter 
Scotland, the difficulty is meantime to compute, with an 
measure of accuracy, the Scottish traflic receipts an 
expenditure. As to these, the appellants and the railway 
assessor this year differed considerably in their estimates. 
Hence the appeal against the railway asses:or’s valuation, 
which, since the year 1¥17-1918, has been annually based 
upon what is known as the ‘‘ carry forward ’’ pian, subject 
to annual percentage adjustments depending upon the 
fluctuations in the net receipts, and upon other matters, both 
legal and technical. In view of anticipated legislation on 
the subject and of the highly debatable questions which would 
emerge in the event of the case going to a proof which might 
be long and expensive, Mr. Graham Robertson, K.C., on behalf 
of the appellants, intimated to the Court that his clients would 
be willing, without prejudice, to settle the total valuation for 
a 4 per cent. abatement from the valuation in cumulo for the 
current year, instead of the 3 per cent. abatement granted by 
the assessor. The assessor agreed, and Lord Blackburn, 
before whom the appeal came, appointed the Valuation Roll 
to be corrected in accordance with the arrangement. 


A Company Poll: Trustees’ Rights. 


An interesting case in company law was recently before the 
Scottish Courts, and the preliminary stage disposed of, so far 
as questions of relevancy were concerned. The facts are as 
follows: - Mr. Thomas Wolfe, The Elms, Bathgate, raised an 
action against the trustees of the late George Wolfe. Mr. 
Wolfe died in March, 1924, leaving a settlement, under which 
he conveyed his whole estate, including 12,000 fully paid 
shares in the company, to his trustees. The case arises out 
of a disputed poll at a meeting of the company on November 
25th, 1925. The subject matter of the poll was the appoint- 
ment of a director. There were two candidates for the 
vacancy: the Rev. Charles Richardson, Glasgow, the chair- 
man of the company, and a Mr. John Forrester, Bathgate. 
For Mr. Richardson there voted 16,000 shares against 14,000 cast 
for Mr. Forrester. The former was, accordingly, declared duly 
elected. Of the 16,000 shares represented by the votes cast for 
Mr. Richardson 12,000 shares were those held by the trustees 
and executors of the late Mr. George Wolfe. The pursuer, who 
is himself both a trustee and executor and a director of the 
company, maintained that the trustees were not members of 
the company, and in this action he concluded for declarator 
that the resolution in favour of Mr. Richardson was null and 
void and for reduction, and also for declarator that Mr. Forrester 
was duly elected. The action was defended both by the company 
and by the trustees. Lord Constable smelted the plea of 
relevancy and allowed a proof. His Lordship, in discussing 
the pleas put forward by both parties, stated that the main 
argument addressed to him was as to the effect of the entry 
of the confirmation in favour of the trustees in the 
company's register. The pursuer maintained that it was 
simply a note of the fact that the confirmation had been 
exhibited, and that it did not and could not operate so as to 
make the trustees members of the company. In support of 
this proposition the pursuer relied strongly on one of the 
cases in the City of Glasgow Bank Liquidation— Buchan’s case. 
In that case there was uncalled liability on the shares. The 
case of fully paid up shares was entirely different. It was 
difficult to see why in that case an executor should object to 
his name being on the register, and there was certainly no 
reason why the contingency of his becoming a member should 
be jealously guarded. In such circumstances his Lordsbi 
could quite conceive of the practice growing up as a 
by the defenders, of treating an intimation of confirmation 
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coupled with a request to mark the certificates as sufficient 
authority to enter the executors as members, and he was 
not prepared to hold that the averment of such a practice was 
irrelevant. In any event he was unable to hold that the 
form of entry in the present case was insufficient to make 
the executors shareholders. The names were on the 
register, and that, coupled with agreement to become a 
member, was all that the statute required to constitute 
membership of a company. If he were right in this 
view, the only question was whether the defenders had 
sufficiently averred that the trustees intended and agreed to 
become members and that the company entered their names 
as such, and he had no doubt that the averments were 
relevant. Their statements were not confined to matters of 
intention, but referred to minutes of meetings and the 
granting of a mandate by the trustees, and the making of 
statutory returns by the company which would appear to be 
almost conclusive as to the intentions both of the executors 
and of the company in the matter, apart from the plea of bar 
which they raise against the pursuer. Had the copy corre- 
spondence, books, returns, and documents produced by the 
defenders been admitted by the pursuer his Lordship would 
probably have been in a position to dispose of the action. 
But nothing was admitted by the pursuer, not even the entry 
in the register, which was simply criticised from the point of 
view of relevancy. 


Notes on Kegal Cases. 


{The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B.:— 


T.L.R., Vimes Law Reports; The Times, The Times News- 
paper; L.J., Law Journal; L.J.N., Law Journal Newspaper ; 
L.T., Law Times; L.T.N , Law Times Newspaper; S J., 
Solicitors’ Journal; W.N., Weekly Notes; S.C., Sessions 
Cases (Scotland); 8.L.T., Scottish Law Times; I.L.T., Irish 
Law Times; J.P , Justice of the Peace (England); L.G.R., 
Knight's Local Government Reports; B.& C.R., Bankruptcy | 
and Company Cases. 
The other abbreviations used in modern reports are H.L., House 
of Lords; A.C., Appeal Court (House of Lords and Privy Council); 
C.A., Court of Appeal; Ch., Chancery Division; K.B., King’s 
Bench Division; P., Probate, Divorce and Admiralty Division ; | 
C.S., Court of Session (Scotland); J., Mr. Justice (King’s Bench | 
or Chancery); L.J.. Lord Justice; L.C., Lord Chancellor; | 
M.R., Master of the Rolls; P., President of Probate, Divorceand | 
Adwmiralty.] 
. INSOLVENCY. 
! 


In re Armstrong. 
Discretion of Trustee. . 
The Court alone has power to hold that a moneylending - 
transaction .s harsh and unconscionable within the Money- | 
lenders Act, 1900, and a trustee in bankruptcy has no power | 
to reject a proof in respect of a judgment debt upon such 
a ground. 
(Ch.; (1926) 61 L.J.N., 363.) 


| 
' 


In re A Debtor (Newbury’s Limited). 
Deed of Assignment. 

The sending of a letter to the trustee of a deed of assignment 
enclosing a statement of account is an acknowledgment of the 
trustee’s title and precludes the writers from petitioning in 
bankruptcy. 

(Ch.; (1926) 61 L.J.N., 364.) 


Hatton v. Denison. 
Receiving Order in Bankruptcy. 


Where a receiving order is made against a defendant who 
has not delivered a defence, before judgment in default of 


defence is drawn up the draft minutes should be shown to the 
Official Receiver, who should be at liberty to apply to the Court 
with regard thereto. 


(Ch.; (1926) L.J.N., 276.) 


LOCAL GOVERNMENT. 


Pontypridd Guardians v. Drew. 
Cost of Relief recovered from Pauper. 

When guardians supply goods to a pauper by way of 
ordinary poor law relief, they have a common law right to 
be paid by the pauper the reasonable value of the goods 
so supplied. 

(K.B.; (1926) 42 T.L.R., 405.) 


MISCELLANEOUS. 


Cohen v. Jonesco. 
Moneylender—Jurisdiction of Court to re-open previous 
Transaction. 

The Court of Appeal allowed an appeal from a decision of 
Finlay (J) (reported in Incorporated Accountants’ Journal, 
February, 1926, p. 200), and held that whether the order 
directing the whole of the transactions to be re-opened was 
right or wrong, the Judge was bound to act upon it and give 
effect to the certificate of the Master on the basis that the 
whole of the transactions had been re-opened. 


‘(C.A.; (1926) 42 T.L.R., 294.) 


REVENUE. 
Reid v. Inland Revenue. 


Exemption from Income Taz. 

Sect. 46 (1) of the Income Tax Act, 1918, provides ‘‘ Where 
the Treasury have before the commencement of this Act 
issued or may thereafte: issue any securities which they have 
power to issue for the purpose of raising any money or loan, 


_ with a condition that the int rest thereon shall not be liable 


to tax or super tax, so long as it is shown, in manner directed 


|by the Treasury, that the securities are in the beneficial 


ownership of persons who are not ordinarily resident in the 
United Kingdom, the interest of securities issued with such a 
condition shall be exempt accordingly.”’ — 

A beneficial owner of securities gave up her house in 
Glasgow, but kept an address c/o of her bankers there. She 
stored her personal belongings in London and lived in hotels 
in London for approximately 34 months, and travelled on the 
Continent 84 months each year. 

The First Division Court of Session held that she was 
ordinarily resident in the United Kingdom, and that the 
interest on these securities was therefore liable to taxation. 

(C.8.; (1926) S.L.T., 365.) 


Re Lang Propeller Limited. 
Mortgage Interest and Priority in Winding Up. 

- Where a company has deducted income tax when paying 
mortgage interest, and has failed to account therefor to the 
Revenue, the Crown is not entitled in a winding up to have 
such sums paid in priority to the other creditors of the 
company. 

(Ch.; (1926) 61 L.J.N., 364.) 


Liverpool Corn Trade Association, Limited, v. Monks. 

Trade Association and Liability of Profits to Assessment. 

A trade association which provided a market, news rooms, 
and other facilities for its members, and for non-members 
who were subscribers, was held to be carrying on a business 
and to be liable to assessment under Schedule D, Case I, of 
the Income Tax Act, 1918, on the profits of what its members 
paid to it. 

(K.B.; (1926) 42 T.L.R., 393.) 
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